d 
STMENT 


© 


ESTABLISHED 1902 


1932 


B. 10, 
ENTY-FIVE CENTS 


ks 
= 
ry 
Bex 
. 
x 
| 
~~ 
ue 
ependent is WY 
n 
7 . 


H. M.Byllesby and Co. 


INCORPORATED 


fe 
PUBLIC 


UNDERWRITERS, WHOLESALERS AND 


RETAILERS OF INVESTMENT SECURITIES 


eee SPECIALISTS IN PUBLIC UTILITIES 


CHICAGO 
231 SO. LA SALLE $T. 


BOSTON 


NEW YorK 
111 BROADWAY 


PHILADELPHIA PITTSBURGH PROVIDENCE 


MINNEAPOLIS + ST. PAUL DETROIT CLEVELAND 


ST.LOUIS 


MILWAUKEE * DES MOINES * KANSAS CITY 


DIRECT PRIVATE WIRES 


CHICAGO 


° NEW YORK PHILADELPHIA 


SERVING 


@ A service that starts 
with consideration of 
the investor’s needs and 
then goes into the mar- 
ket to find securities 
that meet those needs 
has proven profitable to 
our clients for twenty- 
one years. 


~@ We can still serve a 
few clients who wish 


ment service. 


Established 1911 
39 Broadway 


INVESTORS 


such individual invest- 


C. M. KEYS & CO. 


New York 


INSPIRING CONFIDENCE 
InN STOCKHOLDERS 


ENERAL advertisers can 
utilize THE FINANCIAL 
WORLD to particularly good 

advantage at this time. 


For, not only does the advertising in 
these columns acquaint a large num- 


ber of wealthy prospects with the 


product or service, but it serves the 
additional purpose of inspiring confi- 
dence in.the securities of the com- 
pany. P 


With the securities of so many 
national advertisers listed on the vari- 
ous exchanges, this advantage is of 
particular value. 


Moreover, since the readers of THE 


FINANCIAL WORLD are the natural | 


leaders in 7,000 communities in the 
United States and Canada, their 
goodwill as consumers and as inves- 
tors is a decided asset to any ad- 


vertiser. 


Take advantage of this dual phase of advertising 
by including THE FINANCIAL WORLD in 
your next schedule, 
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FORTHCOMING 
ISSUES 


Preferred Stocks 

for Investment 

ASound preferred stocks, selling below 
parity and affording generous yields 
from dividends well protected by earn- 
ings, are in a particularly attractive 
position at the present time. In the 
first place, money rates are low, and 
little prospect appears of materially 
higher interest rates in the open market 
for some time to come. Commodity 
prices (and the cost of living) continue 
to decline, and the holder of fixed in- 
come securities finds that his dollar of 
income is becoming bigger and bigger 
jn actual purchasing power. Then, of 
course, a return of more normal condi- 
tions in the security markets will mean 
a return to parity or call prices for 
many good preferred stock issues. A 
carefully selected group of securities of 
this type will appear in an early issue. 


“If War’? vs. 
Domestic Prospects 
AProminent among the shares which 
have enjoyed brief flurries in the stock 
market on the basis of prospects of war 
business from Japan or China, aviation 
issues may have more ahead of them 
than a war which may or may not 
materialize. Still an infant industry, 
nevertheless the volume of business 
transacted is impressive. The principal 
recent difficulty has been lack of ade- 
quate profit margins. Can we expect 
any improvement in this respect in 
1932, and if so, why? Which companies 
should primarily be affected? 


What Will 1932 Bring 

the Railroads? 

AThe railroads are beneficiaries of 
recent actions which, it is estimated, 
should increase their earnings by some 
$300 millions a year. The status of some 
rail securities has thereby been con- 
siderably changed; what the change 
amounts to, few know definitely. Al- 
most all are certain on one point, that 
the greatest need is more traffic. But 
suppose that traffic refuses to pull out 
of its present rut. Will present emer- 
gency measures prove to be sufficient? 
What do present indications suggest? 


Oil Stocks and 

Tariff Measures 
APresent indications are that some- 
what better times are ahead for the 
country’s leading oil companies. Would 
revival in this industry be hastened by 
4 tariff on importations of petroleum 
and its products? Some securities 
would be affected more than others, 
and the matter is one of importance for 
owners of oil issues. 
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New Cars for Old 


T IS a recognized fact that the 

largest percentage of new cars 

being sold today are replace- 
ments. New buyers are almost a neg- 
ligible factor in the automobile in- 
dustry right now. 


Of course, millions of car owners 
are making their old cars do for the 
time being—stretching out their use- 
fulness as far as they can. 


Automobiles, however, do wear 
out, and when they do, others are 
bought to replace them, for the aver- 
age family today is lost without a car. 


The situation then resolves itself 
down to what kind of a car will be 
bought. In a great many cases 
used cars will replace the outworn 
model. 


On the other hand, there is a cer- 
tain class of people in this country 
that does not have to—and will not— 
buy any but new cars. Nor do they 
have to wait to buy new models 
until theirs are outworn, either. 


People of this type—who have not 
been so seriously affected in their 
earning power—tead Tue Financiau 
Wortp. As a matter of fact, THE 
Financia, Wortp appeals only to 


such people—whose incomes permit 
them to. live in accordance with a 
high standard and at the same time 
have a surplus for investment. 


These people don’t have to be 
taught how to live well. They know. 
With them, it is not a question of 
whether they can afford to buy a 
new car, electric refrigeration, a 
motor boat, or what not. It is 
merely a case of deciding on the par- 
ticular type that’s best suited for 
their needs. 


General advertisers who have a 
product that sells to this class, 
whether it be a luxury or a necessity, 
will find that—dollar for dollar— 
the results obtainable from this pub- 
lication are surprising. 


Another fact that should be taken 
into consideration—particularly these 
days when every dollar invested in 
advertising is expected to produce 
profitable results—is the extremely 
moderate cost of advertising here. 


In fact, thirteen full pages, by 
means of which our readers can be 
contacted once every four weeks for 


a full year, would come to but 


$5,557.50. 


Advertising in THE FINANCIAL WORLD is productive not only of 
direct results, but also of a vast amount of good-will, particu- 
larly when securities of advertisers are in the hands of the public. — 
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THE FINANCIAL WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


Markets’ eyes turned to China — Flurry in “war brides” — Earnings declines 
and dividend reductions prominent in news, but reflect largely what has passed 
rather than what may necessarily be ahead — Business refuses to improve on sur- 
face — Some lines show unseasonal drops — Commodity price indexes confused 


EVERAL of the prominent monthly index numbers 
S of commodity prices fail to agree as to the actual net 
change during January, with at least one of those 
compilations showing a slight gain for the period. They 
all seem to agree, however, that the rate of decline has at 
least been checked and apparent discrepancies in the net 
results no doubt arise from different methods of weighing. 
Realization of general price stability should prove one 
more reason for somewhat better feeling concerning pros- 
pects for the later months of the year. 


OVEMENT of goods, as measured by freight car 

loadings, continues to be disappointing, latest 
figures showing a small drop, whereas a fair gain is the 
seasonal expectation. New building contracts have picked 
up slightly from the extremely low level of the initial 
weeks of January, but the improvement is not yet im- 
pressive. Influenced by declines in automobile output in 


recent weeks, steel mill operations have also sagged; both 
lines should normally be showing an unmistakably upward 
trend during current weeks. The net result of the changes is 
to depress our Index of Industrial Production slightly, the 
latest figure being 50.7 as against 51.2 in the preceding week. 


S USUAL, much divergence of opinion exists concern- 
ing security prospects, but it may be significant to 
note U. S. Steel’s offering of common stock to employees 
at $40 a share. In former years the management built up 
a reputation for astuteness in timing their offerings, 
although the 1930-31 sales to workers did not result prof- 
itably. Their present theory is probably the sound one 
that if current business were not unsatisfactory, the shares 
could not be purchased at so low a price, and that whether 
it comes in the near future or later in the year, industrial 
revival is bound to enhance the market’s appraisal of the 
value of this and all other sound issues. 


444 THE TREND OF MARKET VALUES AND LOANS 444 
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Notre: The “ Vv ** trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 
the Play mean — a od by the Stock Exchange, whereas the dotted line shows the week-to-week compilation by THe FInanciau 
orp. The “Loan Ratio" expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value of securities listed; the 
line shows the Stock Exchange’s figures, reported monthly, while the dotted line shows Tue FinancraL WorLp’s computation of ¢ es ee 


have occurred during the month. Percentage of monthly sales to total number of listed shares is shown by the line “ Percentage Turnover 
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Market Outlook 


ACK of decision has again been largely 
characteristic of security price move- 
ments, although the past week opened 
with the most vigorous rally seen since 
early January. Again, however, allow- 
ances must be made for the type of news 
which has been coming to hand. Earn- 
ings ieports are coming out in great 
numbers; a few are good, most of them 
are bad, but in the majority of cases 
the unfavorable nature of the earnings 
exhibits had received sufficient advance 
publicity to minimize them as day to day 
market factors. 

Potential ‘‘ war brides’’ have, of course, 
come in for their share of attention, but 
even putting it mildly, it must be said 
that it seems quite premature to base 
one’s security operations on the meager 
possibility of a long drawn conflict of 
any magnitude, particularly when one 
stops to consider the present credit 
standing and developed resources of the 
present antagonists. Of greater funda- 
mental importance, of course, is the fact 
that the railroads have finally realized 
the sorely needed 10 per cent wage re- 
duction. Had the negotiations not been 
so long drawn out, the definite settle- 
ment would probably have had a more 
prolonged effect upon stock prices. As it 
stands now, regardless of stock move- 
ments of the moment, material benefit 
will accrue during coming months. 

No change in the policy of the investor 
is indicated. Good securities can well be 
held, advantage can be taken of bargains 
which appear from time to time, and 
reserves should be maintained for more 
extensive commitments later on. 


AAA 
Business Prospect 


Q* THE face of cold statistics, busi- 
ness is not improving. Fundamen- 
tally, however, improvement can be seen 
by those who take the trouble to search 
for it, and because of that reason, senti- 
ment is materially better than it was a 
month or so ago. Less is being heard of 
the possibility of our going off the gold 


standard (which was hardly possible, 
anyway), more intelligent understanding 
of current relief measures is apparent, 
costs of government are almost every- 
where being reduced, and numerous 
business enterprises are nding it possible 
to show modest profits on a volume of 
business which, under practises and 
policies in effect a year ago, was resulting 
in operating deficits. 

One of the most encouraging aspects of 
the present situation is the insignificant 
number of labor troubles growing out of 
wage reductions. In previous periods of 
depression, widespread strikes and lock- 
outs did much to prolong the prevailing 
unsatisfactory conditions. Present co- 
operation between capital and labor is 
doing much to hasten better earnings 
for all. 

Much good should come of the opera- 
tions of the Reconstruction Finance Cor- 
poration. It will, by no means, stop all 
further bank failures nor will it have an 
immediate and electrical effect upon in- 
dustrial activity. But it should further 
bolster a confidence which could not be 
maintained otherwise in the face of sub- 
normal seasonal business gains. Despite 
the fact that trade has so far made a dis- 
appointing showing, there is no reason 
for giving up hope that a better per- 
formance will be witnessed later. It is 
entirely probable that, although it will 
be late in starting, the ‘‘spring revival” 
will gather more momentum than is sug- 
gested’ by the current figures on indus- 
trial activity. If such a development is 
seen, it then will be perfectly logical to 
expect that the regular summer recession 
will be of smaller than usual proportions, 
and that more substantial gains will be 
plainly evident in the fall months. 


AAA 
Credit Situation 


HE weekly bank reports show little 

which could be construed as pointing 
to an accelerated pace of general business. 
In a negative way, however, it is possible 
to find some basis for encouragement, and 
that is, that the pace of liquidation of 
bank credit appears to be slowing down. 


THE FINANCIAL WORLD INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928-—-100 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 
1929 
100 100 
4 
1930| 
70 70 
1931 
50 50 
1932 
40 40 


Tue ComMPoNENts: This is an unweighted index of five sensitive series of industrial activity; 
new building contracts, electric power production, automobile output, steel mill activity, an 
eous and less-than-carload freight traffic. Adjustments have been mad 


for normal seasonal variation, and the average for the four years 1925-1928 is used as t 


e 
he base, 


Thus far there is nothing to suggest apy 
loosening of loan requirements, and oy, 
rency is returning from circulation at , 
slower rate than should be witnessed y 
this time of the year, but as a factor op 
the more favorable side it may be notaj 
that the number of bank failures hy, 
dropped off in recent weeks. 

Money rates have recently shown some 
tendency toward firmness; gold exports 
may be having something to do with this 
development (January’s net loss of mone, 
tary gold stocks was about $45 millions) 
but a movement toward somewhat highe 
levels is often seen in the several weeks 
prior to March 1, during which ting 
money moves to the interior, and prepa. 
rations are made to meet maturities 
interest and dividend payments on that 
date. 

The loosening up of restrictions on credit 
to their customers continues to be one 


of the greatest needs in the present sity. } 


ation. Some bankers probably follow the 
figures on money in circulation as indi- 
eating whether or not general confidences 
is returning, and plan to guide thei 
policies accordingly. But, like every othe 
single ‘‘barometer,”’ other factors must 
be studied in connection therewith if ap 
accurate picture is to be derived. At some 
point in the eycle present ‘‘hoarders” 
are going to take funds out of their hiding 
places for direct expenditure without first 
depositing them in a bank, and at least 
some of this money may continue in cir. 
culation longer than if it’ were merely 
transferred from the mattress to the pass 
book. And, as Federal Reserve officials 
themselves have pointed out, a number 
of communities now have no _ banking 
facilities at all, and currency must be 
used where checks would normally be 
employed. 


AAA 
Gold Shipments 


EW freight rates posted to take 
effect February 22 on gold ship- 
ments are not in themselves expected to 
stop the flow of gold from this country, 
inasmuch as space for that which is now 
scheduled for movement to France has 
probably been contracted for. Thereafter, 
however, the new schedules will have a 
decided effect upon the shipment of the 
metal in connection with foreign exchange 
operations. For instance, under present 
rates it is profitable to ship gold to France 
whenever france exchange is quoted above 
3.934% cents. The higher rates on 
amounts in excess of $500,000 will mean 
that hereafter franes will have to advance 
to levels in excess of 3.9374 cents before 
transfer of the metal becomes attractive. 
Current (and immediately prospective) 
shipments of gold to France merely con- 
stitute repatriation of balances which 
were, in effect, stored here and did not 
belong to us at all. Once this movement 
is completed, which is being done about 
as fast as the ships can carry it, gold 
shipments to and from this country 
should, as in the past, be governed largely 
by foreign exchange operations, and the 
result can hardly be other than a retum 
flow to America. 


AAA 
Cotton Restriction 


FFORTS to restrict cotton planting 

by law-making have apparently been 

ended by finding of unconstitutionality 

of the Texas legislation in this respect. 

Much as restriction measures of some 
(Please turn to page 21) 
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OUR HOUSE ORDER 


By WILLIAM J. HEALY 


The painful reconstruction during depression revitalizes 
our business acumen to the extent that ours is a healthier 


existence without the overdose of excesses that boom times 
furnish. Complete recovery depends on our adjustment to 
prevailing conditions 


childish theory that business can never 
again be good unless it reverts to the 
volume of boom days. The current year, 
lacking in so many respects of promise of 
increased business, could easily prove to 
be one of materially improved earnings. 
Where is the business that 
has not budgeted its opera- 


tions to fit in with the 
present prospects? Find it 


Own aptness for going 


and you will also find the 
sheriff sitting on the door- 
stoop. 

These are all-important 
considerations for the holder 


to extremes undoubtedly ex- 
plains the unbounded opti- 
nism that prevailed in 1929, 
when nobody could see the 
end of good times. We now 
strain in the opposite direc- 
tion and can see no limits to 
the end of everything. The 
longer this attitude prevails, 
just so much longer will it 
take for recovery to set in. 
If we were not opposing our 
better judgment this might 
be excusable. Bitter experi- 
ence teaches us that these 
periods are recurring, but we 
resist the thought that inter- 
nittently we are blessed with 
good times. These greater 
and more acute depressions 
will most certainly be fol- 
lowed by an even longer 
period of prosperity in spite of 
ourselves, for the immutable 
law of supply and demand, ebb and flow, 
will finally exert its influence. 

A modern philosopher acquaints us with 
the fact that one happening may be an 
occurrence, two similar happenings may 
be a coincidence, but fourteen similar 
happenings constitute a law. In the 132 
years since 1800 we have recorded four- 
teen periods of unprecedented prosperity 
that followed thirteen depressions. We 
have spent one quarter of these years 
steeped in the gloom of depression. So 
have we enjoyed 99 years of plenty. The 
law of averages is pleading with us to 
permit it to function, but we prefer listen- 
ing to the mites who predict disaster with 
finality. 


The Certainty of Recovery 


_ The next 132 years will contain three 
times as much prosperity as adversity. 
That is not a guess or a hope but a fact. 
Every period of prosperity carries the 
contagious virus of its own destruction. 
Every period of depression contains the 
germ that can be nourished into a new 
prosperity. On our alertness or on our 
laggardness depends on how fast we leave 
omg us our present undesirable condi- 

Ds. 

Our house of cards had to come crum- 
bling down in 1929 before we would admit 
Its weak foundation and _ structure. 


FEBRUARY 10, 1932 


reducing expense continuously, and has no hesitan 
if we do the same amount of te 

stantial t will be shown,” said Chairman Andrew W. Robertson 
and President F. A. Merrick, of Westinghouse Electric & Manufac- 


turing Company last week in a letter to stockholders. 


SALES 


or prospective purchaser of 
securities. Earnings and fin- 
ancial strength will ulti- 
mately govern market prices. 
The prevailing level of prices 
more than discounts impaired 


earnings. The decline has 
been aggravated by the des- 
pairing outlook to which 
most investors have resigned 
themselves basing it on a 
false premise. That is why 


so many securities can sell at 
only five times current re- 


BIGGER PROFITS ON SMALL VOLUME 


“At present incoming business is not large, but the management is 


Business was given the absent treatment. 
We learned to waste precious time. We 
forgot how to manufacture economically. 
We refused to sell energetically. We were 
thinking in opposites while buying ex- 
travagantly. How could a buying strike 
be otherwise explained in the face of a 
surfeit of purchasing power? We were 
abruptly awakened to our senses. Some 
were quick to adjust themselves to the 
inevitable. Others attempted to fight 
the irresistible forces. It was the play of 
those factors that prolonged our difficul- 
ties. Liking it or not, all have had to 
give ground. Operations have been ad- 
justed to the scant business of a depres- 
sion period. Wages and salaries have 


' been pruned. Working forces have been 


reduced to a minimum. Expansion 
programs have either been cancelled or 
deferred. Raw materials are in many 
cases purchased below the actual cost of 
production. Inventories are reduced 
and inexpensive to carry. Advertising is 
written to sell goods. Salesmen call on 
their customers instead of customers 
having to call on them. The industrial 
genius is rebuilding his reputation and 
the fortune he lost after making it in his 
own business. 

This transition that is so indelibly 
written into our current history is too 
lightly taken by those holding to the 


in saying that, 
siness in 1932 as we did in 1931, a sub- 


duced earnings which amply 
cover dividends affording a 
yield of 10 per cent. Securi- 
ties of other going concerns 
shrink to ridiculous selling 
levels, less than the act- 
ual cash in their treasuries. 
That is the stuff of which 
depression thoughts are 
made. 

We had much the same conditions while 
we were wallowing about in our 1921 
state of mind. Failing to take cognizance 
of the transformation under way, it 
remained for the 1922 earnings reports to 
reveal the satisfactory change which had 
been brought about. The accompanying 
tabulation was prepared and is presented 
to support the thought that without any 
major volume upturn it is possible for 
many ably managed companies to show 
an improvement in earnings that would 
fully justify higher market prices. This 
statistical exhibit is not intended to be 
one-sided but preferably to show, within 
space limits, the many factors entering 
into a major recovery from depression. 


Retracing Our Steps 


There are restricted and privileged 
avenues by which steps can be retraced 
according to the individual status and 
position of the company and the industry 
in which it operates. This list is not 
complete as it is naturally limited to 
those companies reporting either sales or 
gross revenues from which a comparative 
study of the net earnings can be made. 
Gross revenues or sales are shown for the 
two years of 1921 and 1922 together with 
the net change in the volume of turnover. 
Net profits for the same two years are 

(Please turn to page 26) 
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@ In view of the present emphasis upon conservatism, the attractive yields offered 
by a number of senior mortgage bonds of railroads and the unquestioned safety 
of such obligations merit the attention of the individual investor . 


Bonds “Close the Rails” 


HEN a railroad bond has first 
WY security, or is subject 

to only a negligible amount of 
prior liens, it is said to be “‘close to the 
rails.’ In times of general prosperity, 
financial institutions and trustees are 
almost the only bidders for bonds of this 
type, but in more recent months, as a 
result of the effects of the decline in rail- 
road earnings upon the market for junior 
bonds, individual investors are once more 
showing an interest in senior railroad liens. 
This is in part due to the general spirit 
of caution and conservatism which 
characterizes the present day investor, 
but the fact that a number of these bonds 
are now selling at prices which undoubt- 
edly place them in the category of high 
class bargains is also a factor in the re- 
awakening of the interest of the average 
investor for income in bonds of this type. 


By GEORGE H. DIMON 


Editorial Staff, Tor Financia, 


The list of bonds presented below 
consists only of first morgage liens, and 
all of these issues are secured by first 
liens on parts of the main lines of the 
respective railroad systems. The bonds 
are not of absolutely uniform investment 
quality, since a first mortgage on the 
properties of systems like the Atchison, 
Topeka & Santa Fe and the Union Pacific 
naturally rates higher than the senior 
mortgage liens of a railroad which is not in 
such strong financial position as these 
two. There are degrees of high quality, 
just as there are degrees of medium and 
low quality. However, all of the bonds in 
the list, even those of the weaker roads, 
appear to represent a high degree of 
safety. Several of these issues have come 
through reorganizations undisturbed and 
without interruption to interest payments 
because of their first liens upon indis- 


New York, New Haven & Hartford Harlem River & Port 
Chester first 
Northern Pacific prior lien 4s, 1997....... 


Pennsylvania Railroad: 


Allegheny Valley Railway general 4s, 1942 
Southern Pacific Oregon Lines first 414s “A”, 1977.......... 77 
& Land Grant first 4s, 1947.......... 88 


Union Pacific Railroa 


Recent Current Net 
Market Yield Yield 
Atchison, Topeka & Santa Fe Transcontinental Short Line 

Chesapeake & Ohio first consolidated 5s, 1939............. 101 4.95 4.82 
Chicago, Burlington & Quincy Illinois Division first 4s, 1949.. 88 4.54 5.04 
Chicago, Milwaukee & St. Paul general 4s “A’’,1989........ 59 6.78 6.87 
Chicago, Rock Island & Pacific general 4s, 1988............. 70 5.71 5.81 
Great Northern: 

St. Paul, Minneapolis & Manitoba Pacific Extension first 

cle vase 85 4.71 5.25 
Louisville & Nashville first 5s, 1937....................... 96 5.21 5.90 
Missouri, Kansas & Texas first 4s,1990................... 75 5.33 5.42 
Missouri Pacific: 

Pacific Railroad of Missouri first ext. 4s,1938............ 87 4.60 6.66 
New York Central: 

Lake Shore & Michigan Southern 34s, 1997............. 75 67 4.75 


ERS 8S 


pensable properties. It would appex 
that the conservative investor can make 
some very advantageous investments jp 
this group at the present time. 

Most of the issues in the tabulation 
enjoy a reasonably high degree of market. 
ability, and some have very active mar 
kets. One or two are not very active, 
but were included because it was desired 
that the list be representative of all parts 
of the country, and include as many of the 
large systems as possible. Many impor 
tant senior rail liens were excluded 
because they have practically no markets. 
Senior rail bonds are, in many instances, 
secured by closed first mortgages, which 
means that no additional bonds’ may be 
issued under the same mortgage. Ip 
some cases, the entire issues are owned by 
insurance companies or other large 
financial institutions, with the result that 
no bonds ever appear for sale. 


‘Open End’’ Mortgages 


The prevalence of ‘‘closed first mort 
gages’’ has led to the general adoption of 
‘‘open end”’ junior mortgages as finane- 
ing mediums by American railroads. These 
mortgages remain open indefinitely, and 
the railroad wishing to raise funds may 
issue a new series under the open mort 
gage at any time. These financing 
mediums are known by a number d 
different titles, the most common being 
‘first and refunding,” ‘‘refunding,” 
‘‘general,’’ ‘‘general and refunding,” and 
‘‘development and general’”’ mortgages. 
In times of strong security markets, it # 
also practicable to issue unsecured deben- 
ture bonds or notes. However, junior 
mortgages have been used to a greater 
extent than other forms in financing 
American railroads. 

In times of prosperity, these junior 
mortgages are well maintained in market 
price, and often sell to yield only a little 
more than the senior mortgage liens. 

(Please turn to page 27) 
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Food for Thought 


—and Investment 


By A. WESTON SMITH, Jr. 
Associate Editor, THe FinanctaL 


O the student of business, whether he 
js interested in its economic trends or its 
romantic development, few industries 
afforda larger opportunity for research and 
study than food. Once the master of the 
source of all food, the farmer has become 
a cog in a gigantic machine. His horses 
which pulled the plough and drew the 
heavy drays to market have been replaced 
by powerful tractors and swift motor 
trucks. Huge packing plants have been 
assembled and coordinated with extensive 
warehouse systems to care for the more 
efficient production. The growth of the 
grocery store chain has played havoe with 
the general store, and ‘‘cracker barrel” 
merchandising has been superseded by 
selling methods which involve edibles in 
packages, containers and cans. This 
march of progress has played many fa- 
vorites among the food companies which 
have kept step with the changes, but the 
transitions in some divisions have heen 
accompanied by influences which have 
temporarily, if not permanently, elimi- 
nated a fair margin of profit. New eras 
have come and gone with amazing fre- 
quency in the food industry during the 
past three decades, and even now other 
developments are in the making which 
appear destined further to change the 
methods of production and the systems 
of distribution which have come to be 
regarded as modern. 


Investor Indecision 


To the investor who has had commit- 
ments in the securities of companies 
handling bread, meat, sugar and other 
equally necessary items of the daily diet, 
staples no longer mean stability, so far as 
earnings and dividends are concerned. 
Losses on many of these stocks have been 
just as great as those which might reason- 
ably be expected in a ‘‘luxury”’ business 
during a period of severe depression. To 


him, a ‘‘depression-proof” clas- 
sification for the food stocks 
appears to be a fallacious theory 
which should be cast into the dis- 
ecard along with other pipe 
dreams of boom times. In con- 
sideration of the rapid changes 
which have affected the funda- 
mental status of food, not to 
mention the radical variations in 
the dietary habits of the country 
and the irregularity of commod- 
ity price trends, it would seem 
as though the future for the in- 
dustry held little in the way of 
profitable opportunities for even 


The farmer has become a 
cog in a gigantic machine 


those who are speculatively in- 
clined. There is one group of food stocks, 
however, that has apparently benefited 
from the new developments in the food 
products industry and which has not 
suffered from the depression to anywhere 
near the extent registered in most divi- 
sions of general industry. 

It was just two years ago, following the 
1929 stock market crash, that Tue Finan- 
cIAL Wor selected the six stocks in- 
cluded in the tabulation below as a group 
which should be able to maintain earnings 
and dividends during a period of depres- 
sion of reasonable length. These shares 
were selected as a good representation of 
the leading companies engaged in the pro- 
duction and distribution of trade-marked 
package food products which enjoy a 
rather consistent demand because of exten- 
sive national advertising. While the 
prices of all of these stocks are lower than 
they were two years ago, at the same 
time their records have been notable in 
that only one, California Packing, omitted 
its dividend, and only one, Standard 
Brands, reduced its annual dividend (from 
$1.50 to $1.20). The remaining four, 
Beech-Nut, General Foods, Gold Dust,and 
Corn Products, have so far maintained 


the same dividend rates which were in 
effect in 1929. Earnings on all of these 
stocks have declined, but compared with 
the disastrous effect of the depression on 
many other industries, they represent 
somewhat of an achievement for a single 
group of stocks. 


Distribution Consolidations 


The original premise still holds, i. e.: 
‘‘the producers and distributors of pack- 
age foods which enjoy trade-mark protec- 
tion are, generally, in a more favorable 
position than the manufacturers of auto- 
mobiles, steel, radio sets, jewelry, and 
household equipment, due.to the fact that 
purchases of edible products must con- 
tinue at all times and are thereby less 
affected by decreases in national income 
than those of other less essential com- 
modities.’”’ But more than this applies to 
these leaders of package foods which have 
been fortified by the upbuilding of dis- 
tribution systems and extensive national 
advertising. Consolidations in this group 
have been based on distribution as the 
governing factor and, as a result, large 
savings have come, not only through 

(Please turn to page 21) 


A COMPARISON OF THE TRADEMARKED PACKAGE FOOD LEADERS 


Beech-Nut 


California Corn 


General Gold Standard 


Capitalization: Packing . Packing Products Foods Dust _ Brands 
$4,560 None 25,000,000 None 61,160 shs. 97,730 shs. 
446,250 shs. 977,416 shs, 2,530,000 shs. 5,252,455 shs. 1,798,602 shs. _ 12,644,002 shs. 

Financial Position: Sept. 30, 1931 Feb. 28, 1931 Dec. 31, 1930 Dec. 31, 1930 Dec. 31, 1930 Dec. 31, 1930 
935, 12,727,566 6,133,420 6,386,073 7,629,525 4,693,531 

Net Working Capital.......... $12,749,500 $25,954,785 $53,195,564 $27,677,876 $14,883,020 $42,233,218 

15 tol 3 tol 9.8 tol 5.8 tol 2.9 tol 10 tol 
Earnings and Dividends: Earned Paid {Earned Paid Earned Paid Earned Paid Earned Paid Earned Paid 

1927 (per share)...... $5.21 $3.00 $5.17 $4.00 $3.50 $2.00 $3.31 $2.50 Not Available $1.71 ...... 

(DEP 6.47 {3.00 3.52 4.00 4.35 2.00 3.11 3.00 Not Available 

6.0 6.04 13.00 6.38 4.00 5.49 2.50 3.68 3.00 $4.06 $2.50 1.37 $0.37% 

(DEP 5.51 3.00 6.1 4. 4.82 3.00 3.63 3.00 3.51 2.50 1.22 1.50 

EOS) (er *4,00 3.00 0.09 Omitted ¥*3.50 {3.00 *3.35 3.00 *1.80 2.50 1.08 1.20 
Market Position: 

Recent Market Price....... pide sis 40 10 40 33 16 13 


*Partially estimated. tAlso extras. 


tFiscal years ended February 28. 
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What Kind Inflation? 


By ANDREW A. BOCK, Ph.D. 
Editorial Staff, Tue Financia 


7 E MUST have a little of some 
sort of inflation,”’ is the vague 
idea often resulting from lengthy 

discussion on the current depression, and 

the schemes and remedies proposed to 
bring back the times of prosperity con- 
centrate around the magic word inflation. 

However, many politicians and _ self- 

styled economists who do most of the 

talking on this topic would often be at a 

loss, if asked to give a clear definition of 

what they mean by inflation, and there 
is much confusion in the use of this term. 

European nations, which from actual 

experience know the real meaning of in- 
flation on a large scale, have become un- 
easy by hearing of all these discussions 
of the necessity of an inflationary move- 
ment in the United States. Aggravated 
by perverse and mischievous American 
correspondence published in the European 
and especially in the Paris press, rumors 
that our government would embark upon 
a grandiose ‘scheme of inflation have 
disturbed the confidence in the dollar 
and caused a withdrawal of foreign 
credits. The trend in this direction be- 
came so accentuated that President 
Hoover has felt it necessary to make an 
official statement to the effect that in 
no governmental action to relieve the 
present situation is it intended to bring 
about an inflation of our monetary sys- 
tem, but that such actions were devised 
merely to place into action credits and 
currency already in existence. 


Meaning of Inflation 


To some, inflaton is the increase in 
eurrency in circulation; to others, an in- 
crease in bank credits, both accompanied 
by a simultaneous rise in prices. But 
experience shows that sometimes prices 
fall despite an increase in currency in cir- 
culation, as, for instance, during the year 
just passed. Consequently other factors 
have to be considered in order to arrive 
at a clear understanding of the problem. 

Before entering into a discussion of the 
various aspects of economic and financial 
developments called inflation, we have 
to make clear what we mean in using this 
term, and therefore the following defini- 
tion is given: ‘Inflation is an increase 
in the general price level growing out of 
increase in expenditures while goods 
available for purchase are not corre- 
spondingly increased in amount.” In 
other words, increase in active pur- 
chasing power without equivalent gains 
in the production of actual wealth. 

The general price level is determined 
by the amount of goods available (supply 
factor), the quantity of purchasing 
power (demand factor) and the willingness 
to use the purchasing power (psychological 
factor). The effects of the natural law 
of supply and demand upon prices on a 
quantitative basis are easily understood. 
But sometimes this theory does not seem 
to work and the reason is the abnormal 
psychological state of mind of those who 
control the purchasing power. Such a 
development is much in evidence during 
periods of distress and depressions when 
the available -purchasing- power. remains 


"Inflation is an increase in active pur- 
chasing power without equivalent gains 
in the production of actual wealth.” 


DEFINITION: 


latent and is afraid to become active. 
(Although available purchasing power at 
the present time is lower than it was say 
two years ago, it must be kept in mind 
that it is still entirely sufficient to bring 
about recovery providing it can be 
brought out of hiding.) 

Purchasing power is generally evi- 
denced in two forms, currency in cireu- 
lation and bank credit. Two years ago 
there was $10 of commercial credit out- 
standing for each dollar of currency in 
circulation, whereas the ratio today is 
about 8 to 1 with money in circulation 
at the present time close to the record 
high point, and about one billion dollars 
above the amount outstanding a year 
ago when currency in circulation was 
practically the same as at the end of 
January, 1930. Comparing business 
activity at that time with that of today, 
this monetary development shows that 
aside from the absolute quantity of the 
purchasing media there is another factor, 
namely the velocity of money. At the 
present time the billion dollars esti- 
mated to be hoarded is for all practical 
purposes dead as purchasing medium. 
It represents potential purchasing power, 
but it does not work. On the other hand, 
the velocity of the balance has greatly 
diminished and business has suffered 
accordingly as indicated by the activities 
in the retail trade and volume of pay- 
rolls, the two items for which currency 
is mainly used. Consequently an in- 
crease in the amount of currency in 
circulation, which today is higher than 
it was at the peak of business activities 
in 1929, would not help matters, as long 
as those who hold the currency refuse 
to spend it. 


Fiat Money Unfeasible 


Furthermore, it can not be emphasized 
too strongly that a currency inflation 
with the aid of the printing press in the 
classical German fashion is not feasible 
under our present monetary system. 
Our government has no right to demand 
eurrency from the Federal Reserve 
Banks against its I. ‘O. U. It can not 
create currency by the mere turn of the 
printing press. When the United States 
Treasury needs funds, it borrows on 


long or short term obligations, thereby 
taking the purchasing power away from 
the lender, but it does not create ney 
credit or currency. Only to a limited 
extent can governmental securities pro 
vide a basis for currency and credit. 
National banks have the privilege o 
issuing their notes against a certain 
class of government obligations and 
member banks can borrow from the 
Federal Reserve Banks against their own 
notes with government securities as col 
lateral. However, this procedure pre. 
sumes the member bank’s willingness to 
become indebted to the Federal Reserve 
Banks. It might be noticed that the 
original draft of the Reconstruction 
Finance Corporation bill contained a 
provision to grant the corporation's 
bonds the note issuing privilege, but this 
feature was quickly killed. 

Federal Reserve notes, which represent 
the bulk of our currency in circulation 
and expand and contract while the other 
kinds of currency remain more or les 
stationary, can be issued only against a 
40 per cent cover in gold with the balance 
to be covered by gold or eligible paper, 
the latter factor adapting our currency 
system to the changing needs of trade. 
From the foregoing it can be conclusively 
stated that the United States need have 
no fear of currency inflation while our 
monetary system remains unchanged. 


Bank Credit Inflation 


The second and more _ important 
medium of purchasing power, bank 
credit, is more sensitive to inflationary 
policies, or as the Government prefers 
to call them, counter-deflation measures. 
However, here we have a _ situation 
similar to currency conditions—huge 
potential credit facilities not used, and, 
on the other hand, existing credits which 
cannot become operative inasmuch 3% 
they are frozen. All governmental 
emergency measures set into motion 
during recent months (including the N 
tional Credit Corporation and the Re 
construction Finance Corporation) have 
as their principal object the stopping of 
the deflationary tendencies prevailing 
since 1929, and the thawing out of 

(Please turn to page 28) 
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dividend by Bethlehem Steel did 

not come as a great surprise to 
stockholders, as they had been prepared 
for such an eventuality by the very un- 
satisfactory conditions which prevailed 
in the industry throughout the past year. 
Preliminary income statement for 1931 
reveals one of the most drastic recessions 
in the history of the company, showing 
a drop in earnings from $23 millions in 
1930 to $115,745 last year, after all fixed 
charges. This compares with the record 
total of $42 millions in 1929. After 
making allowance for preferred and 
common stock dividends paid in 1931, 
a deficit of approximately $13 millions 
was incurred. 


())svicene of the common stock 


Liberal Depreciation Charges 


The fourth quarter of last year was 
probably one of the worst in the corpo- 
ration’s history, resulting in a wet loss of 
$1.7 million against a net profit of $2.3 
millions in the corresponding period of 
the previous year. Despite the drastic 
decline in gross and net earnings, manage- 
ment followed the customary liberal 
policy concerning charges for deprecia- 
tion and depletion, total write-offs for 
these items amounting to $13.8 millions 
against $14.2 millions in the previous 
year. Considering the sharp drop in 
total income, and the substantially re- 
duced rate of operations during 1931, it 
is evident that charges for depreciation 
were unusually liberal, and no criticism 
could have been directed toward the 
management if these charges had been 
materially reduced. Policy of the manage- 
ment in this respect is strikingly revealed 
by dividing the total of gross sales (which 
represents the activity of the plants) by 
total charges for depreciation. For each 
$24 of sales in 1929 a charge of $1 was 
made. In 1930 charges equalled $1 for 
each $18 of sales, and in 1931 increased 
to $1 for each $13 of sales. In other 
words, if the same rate of depreciation 
had been charged last year as in 1929, 
net income available for preferred divi- 
dends would have been in excess of $7.5 
millions, or sufficient to cover require- 
ments of $6.9 millions for the year and 
leave a small balance for the common 
stock. 

At the close of 1931 Bethlehem Steel 
reported a strong financial position with 
cash and marketable securities totaling 
$50.2 millions as compared with $57.2 
millions a year previous. Cash position, 
therefore, showed relatively little change 
during the year despite the fact that the 
company continued to carry out its 
program of plant improvements, for which 
purpose. there was expended $12.7 mil- 
lions as against $47 millions in the pre- 
ceding year. Since 1923 the company 
has spent approximately $240 millions 
in effecting a complete rehabilitation 
of plants, with the result that facil- 
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4 Bethlehem Steel — 
Ends Difficult Year 


Strong Position 


AAA 


ities have been brought up to a high 
level of operating efficiency and produc- 
tion costs reduced considerably. Aside 
from $51 millions raised from the sale of 
common stock in 1927, practically all of 
the funds expended for that purpose 
were derived from surplus earnings and 
reserves, substantially broadening the 
potential earnings base without an ac- 
companying expansion of capitalization. 
The benefits of this policy should be re- 
flected in earnings as soon as normal 
operating conditions are restored. 

In view of the present operating ef- 
ficiency of the plants coupled with the 
economies which have been put into 
effect, it is conceivable that the company 
on the same volume of business obtained 
in 1929 and 1930 could show a net 
profit considerably in excess of the actual 
amounts reported in those years, as- 
suming restoration of more satisfactory 
prices. While the readjustments of the 
past two years have imposed the hard- 
ships of reduced dividends on owners of 
the common stock, there would seem to 
be little question that patient stock- 
holders will eventually be rewarded for 
their confidence in the company’s longer 
term prospects, since as the second 
largest steel organization in the country 
Bethlehem will be a logical beneficiary 
of improving business conditions, and 
the capable management enjoyed by 
the company would seem to assure a 
full measure of profits coincident with 
any quickening of industrial activity. 


Unsatisfactory Price Situation 


Not only was the steel industry con- 
fronted with a sharply reduced volume 
of business in 1931, but it also suffered 
from an unsatisfactory price situation, 
particularly in the final quarter of the 
year. In order to meet competition 
Bethlehem was forced to make quotations 
which had been offered regular customers 
by smaller interests for the purpose of 
keeping their business on the books. It 
was necessary to sell many lines below 
actual production costs but such a con- 
dition can be of only temporary duration. 

At the close of the year the company 
had orders on its books amounting to 
$41.5 millions as compared with $68.4 
millions at the close of the preceding 


year. Total amount of new business 7 


booked in 1931 was $150 millions against 
$239 millions in 1930. Operations in 
the fourth quarter averaged 30 per cent 
against 32 per cent in the third quarter, 
and 38.6 per cent for the entire year, com- 
pared with 61.7 per cent for 1930. When 
consideration is given to the fact that 
operations during the past year were 
only a little more than a third of plant 


capacity, the ability to cover all fixed 
charges may be considered eminently 
satisfactory. Wage reductions which 
went into effect in the final quarter of 
the year were insufficient to overcome the 
effects of reduced operations and declining 
prices in that period, but the company 
will have the benefits of this saving for 
the full year 1932. 

Officials of the company who had in 
the past been inclined to take an opti- 
mistie view concerning the future were 
extremely cautious in offering any predic- 
tions, confining their statements to actual 
conditions. This at least does not raise 
any false hopes. President Eugene Gif- 
ford Grace stated that there had been no 
improvement in business as yet and that 
January shipments would be a little 
lower than in December, while new 
orders would be about the same. Con- 
cerning the immediate future Mr. Grace 
said that the four big consuming interests 
—the railroads, automotive industry, 
building and construction, and agriculture 
—did not indicate an increase in demand 
in the near future. 


Substantial Asset Value 


Regardless of the immediate outlook, 
however, there is more cause for optimism 
in the company’s strong competitive and 
financial position. Bethlehem Steel is 
prepared to take advantage of any im- 
provement in general business conditions. 
Book value of the common stock is in 
excess of $140 per share after liberal de- 
ductions for reserves, while average earn- 
ings in the past five years (excluding 
1931) have equalled $7 per share. A 
recovery in earnings to only one-half of 
this figure would entitle the shares to sell 
considerably above present quotations. 
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POSITION THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 


Average 1914-1927 1928 Average Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Average 
DON Prices 
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the agreement between railroad 

executives and the labor leaders 
upon a 10 per cent wage “deduction” for 
one year found favorable reflection in the 
market for rail bonds last week, this 
development was overshadowed by the 
sharp declines in Japanese and Austra- 
lian bonds. News from Shanghai and 
Nanking, with its implications of a deli- 
cate international situation and the pos- 
sibility of Japan becoming involved in 
a protracted military campaign, with or 
without the declaration of war, resulted 
in sharp declines in all Japanese Govern- 
ment obligations, and in most Japanese 
corporation bonds, although some of the 
Japanese public utility issues showed re- 
sistance to the trend. Until compara- 
tively recently, Japanese bonds had been 
one of the most stable sections of the 
foreign list, in view of the excellent record 
of prompt payment on all Japanese obli- 


gape the announcement of 


Edited by GEORGE H. DIMON 


gations, but when the military party in 
Japan gained the ascendancy, and the 
nation dropped the gold exchange stand- 
ard by placing an embargo on exports, 
some nervousness was felt.. However, 
it was not until the news of the Japanese 
operations at Shanghai appeared that the 
market for that country’s bonds showed 
acute unsettlement. It would not ap- 
pear that Japan could finance major 
war operations under present conditions 
without seriously impairing the credit 
standing of the country. 

The default of the State of New South 
Wales on interest payments due February 
1 was followed by sharp declines in both 
that state’s obligations and also the bonds 
of the Australian Commonwealth. The 
Commonwealth, under the financial agree- 
ment of 1929, had practically assumed 
the debts of the states, and the default 
was, therefore, at first interpreted as in- 
dicating that the Commonwealth Gov- 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 
Name of Issue 
Eighth.Ave. & 36th St. Bldg. (N. Y.). 


BONDS CALLED THIS WEEK 


(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) 


Name of Issue 


Alpine Montan Steel Corp.............. 


Buenos Aires (Province o 


McBride Apt. Bid 
Merkel Brothers 


) 
Buffalo & Fort Erie Public Bridge Co..... 


- first mtge. 5s................1940 
ins, frst mtge. 65, Ge......1984 


ernment had encountered financial diff- 
culties. However, when further informa 
tion was received, it indicated ver 
strongly that the action was largely a 
political maneuver intended to bring 
about the ouster of the Labor Govern 
ment of New South Wales. The Loan 
Council of the Commonwealth declined 
to advance funds to the state on the 
ground that Premier Lang of New South 
Wales had failed to conform to the 
financial agreements designed to prevent 
defaults by the states. However, the 
default will probably not be allowed to 
continue, as it has been indicated that 
the Commonwealth Government wil 
make the payments direct to the trustees 
for the bondholders, instead of to the 
State Government, as formerly, with 
holding funds due from the Common 
wealth to the State to apply against the 
interest payments. It is expected that 
(Please turn to page 29) 


Amount Interest Offering Yield or 
Offered Date Price Basis % 
$2,900,000 F.& A. 100 5.50 
5,652,000 F.& A. “se 5.00-4.70 
Call Date 

Amount Price Payable 
Entire 103 Mar. 1, 1932 
13,000 100 Mar. 1, 1932 

257,000 100 Mar. 1,1 
109,000 104 April 1, 1932 
76,000 100 Feb. 18, 193 
45,500 100 April 1, 1932 
Entire 102 ar. 1, 1932 
; 101% Mar. 1, 1932 
Entire 100-103 Mar. 1, 1932 
Entire 104 4% r. 1, 1932 
34,000 110 Feb. 16, 1932 
10,000 105 June 1, 1932 


New England Water, Light & Power coll. 

Northern Pacific Terminal Co. of Oregon...... 

Nore: Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 
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Standard of California — 


The West Coast 
Oil 


AA 


‘By C. C. 


hy 


BAILEY 


Editorial Staff, Tur Financia, 


N THE basis of 
latest available bal- 
ance sheet assets, 

Standard Oil Company of 
California ranks as the 
fourth largest oil company of the United 
States and operating statistics give it a 
position as the fourth largest crude oil 
producer of this, country and the third 
largest refiner of the world. Of its total 
land holdings in this country of about 1.2 
million acres at the close of 1930, about 
one-half was under lease in Texas and 
about one-quarter was held in fee in 
California. Foreign acreage in which 
the company is interested aggregates 
about equal to domestic holdings and is 
chiefly located in Venezuela and Mexico. 


Valuable Properties 


One of its most valuable producing 
properties is the Kettleman Hills field in 
California, in which it controls over 47 
per cent of the probable productive 
acreage of the North Dome (total area 
estimated at 21,200 acres). This field 
is recognized as one of the most prolific, 
if not the most prolific and remarkable 
light oil field ever discovered. Most of 
the acreage that Standard does not own is 
Government land, and this has made 
possible strict control of drilling and pro- 
ration, and operation on a unitized basis. 
The huge quantities of natural gas 
acompanying this oil caused Standard 
to develop natural gas outlets through 
acquisition of Pacific 
Public Service Com- 
pany, which in co- 
operation with Pacific 
Gas & Electric Com- | 
pany built a 200-mile 
pipe line from Kettleman Hills to the 
San Francisco Bay region. Natural gas 
is being supplied through this line to the 
company’s 100,000-barrel refinery at 
Richmond (Calif.) and in addition it was 
anticipated that by the close of 1931 de- 
liveries under outside contracts would 
reach 35 million cubic feet per day, with 
an ultimate capacity in view of 200 million 
cubic feet daily. 

' Some approximate idea of the potential 
value of the Kettleman Hills holdings is 
Possible by considering the sale in Sep- 
tember, 1930, by Amerada Corporation 
to Union Oil Company of California of a 
one-half interest in a 160-acre tract at a 
Price of $8 millions, half of which was 
Paid at once in cash with the balance to 
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come from Union’s share of the future 
production. This indicated value of 
$100,000 an acre would make Standard’s 
10,000 acres potentially worth around $1 
billion, equal to more than $75 a share. 
This property is carried on the books at 
$7 an acre; and at the close of 1930 the 
total book value of the common stock was 
$46 a share. The Amerada-Union deal 
was made before the prolific East Texas 
area was developed and when crude prices 
were higher than at present, so that some 
sealing down of the above indicated 
values would appear reasonable. There 
is no question, however, 
but that Standard’s hold- 
_ ingsareenormously more 
valuable than the stated 
$7 an acre and consti- 
tute an exceedingly favorable long range 
factor. 

Furthermore, there was brought in last 
year a large-flowing discovery well in the 
Middle Dome of the Kettleman Hills 
district, where Standard also owns about 
half of the potentially productive area, 
which indicates future values far in excess 
of the $7 an acre at which these lands are 
also carried on the books. 


Refinery Capacity 


Total refinery capacity is close to 
240,000 barrels of crude runs daily. The 
two principal plants are at Richmond 
and at El Segundo, near Los Angeles, 
each having 100,000 barrels daily capacity 
and being fully equipped for manufacture 
of a wide range of products. Adequate 
pipe line and storage facilities are owned, 
and retail distribution is carried on in all 
the West Coast states and in Arizona, 
Nevada, Idaho, Utah, New Mexico, West 
Texas, Mexico, Alaska and Hawaii. 

Standard’s long term earnings record 
has been excellent, the lowest annual 
profit of the decade from 1921 to 1930 
having been $31.3 millions in 1923, and 
the average for the ten 
years having been $42.1 
millions, equal to $3.22 
per share on the 13,102,- ==az 
900 shares of no par - 
capital stock outstanding at the close of 
1930. As did practically the ‘entire 
industry, Standard showed declining 
profits in 1930 and the first half of 1931, 
with a fair degree of recovery indicated 
since the middle of last year. Earnings 
of $2.88 per share in 1930 compared with 
$3.63 in 1929 and provided fair coverage 


of the $2.50 dividend rate, which was 
then being paid to common stockho!ders. 

The first three quarters of last year 
ran as follows: 


Vivet quarter... $0.33 
Second quarter... 0.10 
Nine months, 1930........... 2.27 


The normal seasonal expectation is that 
the fourth quarter will show lower net 
than the third, and this trend might be 
augmented by special deductions and 


- adjustments at the year-end. Arguing 


along these lines, estimates have been 
made that Standard may show around 
34 cents for the last quarter of 1931, 
bringing the total for the year to about 
$1.25. 1t may be significant, however, to 
note that Atlantic Refining, which is the 
only major oil company that has issued its 
preliminary statement for last year, 
showed a substantial improvement in the 
last quarter over the third quarter. Unless 
this example proves to be the exception 
in the industry it may be 
that Standard will report oe) 
as much as $1.50 for the (eta 
The dividend was not 
likely covered, but only the moderate 
reduction to $2 is not surprising in view 
of the improved outlook for this year as 
compared with last. At the beginning of 
1931 financial condition was very strong, 
and since dividends caused no heavy 
drain on cash resources (nearly half the 
charges against operating income were of 
a bookkeeping nature), there is little 
question but that the current financial 
position is also strong. 


A Merger in Prospect? 


Last summer, conversations between 
officials of this company and Standard 
Oil (New Jersey) led to the conclusion 
that a merger of the two companies would 
be logical and advantageous. Formula- 
tion of a suitable plan was undertaken, 
and reports last fall stated that satisfac- 
tory progress in arriving at an equitable 
basis of consolidation was being made, 
Although the merger would be scrutinized 
carefully by the Department of Justice, 
it is not thought that any important legal 
difficulty would be en- 
countered since the com- 
panies are not competi- 
tively engaged to any 
significant extent in this 
country and their foreign position would 
be unquestionably strengthened. When 
the project was first announced, sugges- 
tions were heard that a share for share 
basis would be considered, but it is im- 
possible to make any definite prediction 
in this respect at this time. This latest 
action in reducing Standard of California’s 
dividend to the level of payments being 
made by Standard of New Jersey, at 
least equalizes this factor. There still 
remains a spread of several points be- 
tween the price of the two stocks with 
Jersey at the top, and as a speculative 
consideration based on possible merger, 
this adds strength to the stock of Stand- 
ard of California. In the approach to 
ultimate merger on equal terms this 
spread in price should be eliminated. 
If the merger is effected, the combination 
will have book assets totaling nearly $2.5 
billions. which would probably entitle it 
to first rank among the world’s oil 


giants. 
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These reviews were written immediately preceding closing time of this issue 
The ratings “A,” “B,” “C," “D," used in this department, are taken from THE FINANCIAL WORLD'S Appraisal of Listed Stocks 


American Ice 4 “C+” 


The unseasonal weather has not hurt 
the business of American Ice except in its 
coal distribution. Although coal may 
remain unsold, it is not perishable, and 
the faster the ice melts the faster are 
earnings built up. The company voted 
the full year’s dividend on the $6 pre- 
ferred and it is understood that bank 
loans of a year ago have also been 
melted by aid of the mild weather. If 
the laundry business works out as ex- 
pected, the company should be in line 
for a clean-up. 


American Radiator 4 “C+” 


Although company’s near term outlook 
lacks definite promise, the directors of 
American Radiator do not consider it 
hopeless by any means, as can be taken 
from their action in only lowering the 
common dividend to a 40-cent annual 
basis. This step is regarded as an adjust- 
ment to the prevailing earning rate 
rather than having been forced by any 
great discrepancy in last year’s earnings 
from the former 60-cent payment. A pro- 
gram of drastic economies made possible 
a better showing than could otherwise 
have been expected under the lull in 
building operations. A clearing up of the 
disturbed mortgage situation, aided by 
the Reconstruction Finance Board, could 
prove the means of accelerating the rate 
of new construction, and that is all that 
is needed by the company. At the end of 
last year American Radiator enjoyed a 
remarkably strong financial position with 
current assets of $77.5 millions of which 
$24 millions were cash and marketable 
securities, against total current liabilities 
of slightly less than $9 millions. 


American Tobacco 4 — 


Higher earnings for 1931, compared with 
$8.56 a share, are suggested by the fact 
that directors of American Tobacco 
saw fit to declare an extra dividend of 
$1 in addition to the regular quarterly 
payment of $1.25, on both classes of 
stock. The showing of the cigarette 
eompanies last year in the face of de- 
clining consumption is commendable. 
Cigarette production in 1931 (113.5 bil- 
lions) decreased 6 billions from the pre- 
eeding year. Cigar manufacturing also 
suffered a drop, with output down to 5.3 
billions, a drop of 571 millions. Manu- 
factured tobacco totaled 328 million 
pounds, off 80 million pounds. Snuff held 
better than other branches with a drop 
of only 600,000 pounds.out of total pro- 
duction of 39.5 million pounds. Tobacco 
taxes paid to the government amounted 
to $424.5 millions, a reduction of $21 
millions. 
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A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Sound Bonds ...... 25 
Sound Preferreds ....25 


Ill. . Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


Archer Daniels Midland 4 “C+” 


The reinstatement of dividends a few 
months ago by Archer Daniels Midland 
had a firmer groundwork than some others 
that restored dividends, for another pay- 
ment of 25 cents a share has been de- 
elared. With net income of $444,873 in 
the last half of 1931, payments were fully 
covered by earnings at the rate of 59 
cents a share. Comparative figures for a 
year ago are not available due to a change 
in the fiseal year, but the company 
earned 56 cents for the ten months ended 
June 30, 1931, and it was then paying no 
dividend. Doing well now is so much 
better than a good former record ruined. 


Bethlehem Steel 4 “C+” 


The passing of the dividend and the un- 
favorable earnings report by Bethlehem 
had been well discounted by the price of 
the stock, and later rallying tendencies 
developed, together with other of the 
stocks. Last year was the most 
difficult in the post-war history of the 
corporation, with only 12 cents a share 
earned on the preferred stock compared 
with the previous low in 1922, when earn- 
ings of $4.6 millions left a balance after 
preferred dividends equal to $1.44 a share 
on the combined class A and B common 


RATING CHANGES 


Subscribers should revise ratings according 
to the following changes in order to bring 
their Financial World Appraisal ratings up 


to date. 
Bethlehem Steel............ B toC+ 
B toC+ 
McCrory Common........... B toC 
B toC 
Sears Reebuck.............. B+toB 
Stone & Webster... C- to C+ 
Union Bag & Paper.........D toD+ 


shares then outstanding. The gloomy 
outlook painted by President Grace fg 
the near future was, of course, withoy 
any consideration of hostilities in the 
Far East creating new business of boom 
proportions which skyrocketed the stock 
in the early years of the World War. 


California Packing 4 Bs 
With California sleigh-riding and Mop. 
treal in bathing suits, the elements ap 
taking a hand in seriously affecting this 
company’s business. The southern Cali. 
fornia fruit crops were damaged by recent 
abnormally low temperatures, requiring 
the use of smudge pots which made neigh. 
boring cities look like Pittsburgh in 
active days. The grapefruit crop is uw. 
derstood to be 75 per cent injured. 


Cluett Peabody 4 “C+” 


Because of its strong financial condition, 
Cluett Peabody will stand many trips 
to the laundry of depressions. The year. 
end balance sheet discloses current assets 
of $8.5 millions against only $276,246 
of current liabilities, a 30-to-1 ratio, with 
eash alone amounting to $3.2 millions. 
Earnings for the year were down to $1.4 
a share as compared with $2.53 in 1930, 
but the company has a record of sharp 
earnings recoveries once business returns 
to normal proportions. 


Commercial Invest. Trust 4 “C’” 


A stronger hold has been obtained by 
Commercial Investment in the textile 
factoring business through the acquisition 
of William Iselin & Company during the 
past week. This company was formed in 
1908 and sells textiles consigned by Euro- 
pean manufacturers besides financing 
these importations. Taking over the 
Iselin business involved no public finane- 
ing nor did it require any stock increase 
on the part of Commercial Investment. 
The early improvement demonstrated by 
the textile trades in recovering from the 
depression should make this a valuable 
adjunct to the business if these gains 
ean be held. 


Commercial Solvents 4 “C+” 


Having earned 70 cents in the first nine 
months, the full year report of Commer- 
cial Solvents showing 83 cents a share 
earned for 1931 confirms the reports of 
dull business in the last quarter, in which 
only 13 cents was earned on the common 
stock, far short of dividend needs... Earn- 
ings for the last quarter a year ago were 
23 cents and for the full year $1.07.4 
share. The company was able to report 
a strong financial condition with cash . 
government and other securities of $6./ 
millions. This is exclusive of commoa 
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stock of the company held in the treasury 
gs an invest ment, and covers current 
liabilities of $375,567 over 18 times. 


Curtis Publishing 4 “C+” 
The retrenchment of advertisers has taken 
a heavy toll from the earnings of Curtis 
Publishing, resulting in halving the divi- 
dend to a $2 annual basis. Circulation 
of its three magazines is higher than at 
any time in their history. Net income for 
the year was down from $19 millions to 
$12 millions, or to $3.29 a share from the 
s7.12 a share in the year previous. This 
drop of 37 per cent in net resulted from 
4 smaller drop in gross, which amounted 
to 21 per cent; income from all sales and 
advertising declined to $62.8 millions 
from $78.8 millions. Financial condition 
was not helped by the dividend drain, for 
current assets were reduced from $36.2 
millions to $34.6 millions and current 
liabilities increased from $5.2 millions to 
$6.2 millions. Cash was down from. $5.4 
to $3.1 millions. These are a few of the 
reasons why the barriers were let down in 
allowing the cigarette companies to utilize 
its advertising columns. 


Drug Inc. 4 be! 
The headaches of 1931 were expected to 
be as severe as those of 1930 in keeping 
earnings of Drug at the previous year’s 
level, but the recent unseasonal weathér 
has forced estimates down to around the 
$5.50 a share level in calculating the loss 
of business in proprietary medicines, 
usually heaviest in the closing month of 
the year. However, a stock that can still 
show earnings of one-tenth of its market 
price under the prevailing conditions and 
afford a yield of close to 8 per cent from 
a well covered dividend cannot be con- 
sidered unattractive. 


Fisk 4 “D+” 
At least one large security holder in this 
concern believes that receivership is a 
good thing for the company. John N. 
Willys of Overland fame is protesting 
against. a hasty reorganization of Fisk 
Rubber, feeling that the receivership 
management is making a good enough 
showing to warrant keeping it in the 
saddle. Giving the company sufficient 
time to build up a larger cash position 
would, of course, make it possible to re- 
organize on a basis somewhat more favors 


DIVIDEND MEETINGS THIS WEEK 


MONDAY, FEBRUARY 8 


American Dock Paramount-Publix 
Champion Coated Paper Schine Theatres 
Champion Fibre Standard Fire Insurance 
Goodman Manufacturing Western Pipe & Steel 
Harbison-Walker Refrac- 

tories 


TUESDAY, FEBRUARY 9 
Pennsylvania Rail- 


Rrocter & Gamble (5% Pfd.) 


C. B. Cottrell (Pfd. & Com.) 
Springfield (Mass.) Fi 


David & Frere (Cl. A) ire & 


Middlesex Water Marine Insurance 
Miller & Hart Title Insurance (St. Louis) 
C, United Electric 
National. Life & Accident United Fruit 
Insurance West Coast Life Insurance 
National Sugar Refining of ‘ 
New Jersey 


WEDNESDAY, FEBRUARY 10 


City Ice of Kansas City Insurance Certificates 
(Pfd.) Lafayette-South Side Bank 
Daniels & Fisher Stores Motor Finance 


Fastman Kodak New Jersey Insurance 
First Holding Corp. (Pasa- (Newark) : 
dena, Calif.) . Unexcelled Manufacturing 


Indianapolis Water Western Auto Supply 


THURSDAY, FEBRUARY 11 


J. 1. Case Threshing Machine Underwood Elliott Fisher 
Southwestern Rai of Victor-Monaghan 
Georgia 


FRIDAY, FEBRUARY 12 


Buffalo, Niagara & Eastern Marine Telephone & Tele- 
Power graph 


able to junior security holders. Fisk, 
because of its dependence upon the 
original equipment demand of the auto- 
mobile manufacturers, has suffered be- 
cause of smaller motor output. The 
development of its replacement business 
would go a long way toward correcting the 
situation. 


General Cigar 4 “C4” 


The holiday trade was a life saver for 
most of the cigar manufacturers in 1931, 
inasmuch as earnings for the first nine 
months were the most disappointing in 
years. General Cigar, for the same reason, 
was able to make an improved showing 
over what was generally expected, earn- 
ing $5.01 a share for the year, $1.85 of 
which came in the last quarter. This was 
nearly as good as last year when $1.89 
was shown for the holiday quarter, al- 
though the entire year returned a net of 
$6.03 a share. A strong financial condi- 
tion was maintained with current assets 


of $27.1 millions against current liabili- 
ties of $1.4 millions, a slight improvement 
over the year preceding. 


General Electric 4 “4° 


The market operator can find more time 
to guess on the possibility of a reduction 
in the dividend rate of General Electric 
than can officials of the company, who 
are otherwise busily engaged. A new de- 
velopment by the company introduces 
the possibility of heating and cooling 
homes with the same refrigeration ma- 
chine. Being essentially a heat pump, the 
refrigerator will be utilized for cooling in 
summer with the cold taken from the 
evaporator, and in the winter, heat given 
out by the compressor would be taken 
advantage of for warming. the air in the 
rooms. The switches will be boldly 
labeled to prevent throwing the wrong 
way for icicles in February and prostra- 
tion in August. 


General Railway Signal 4 “C+” 


When rumors were circulated that the 
dividend of General Railway Signal was 
facing a red light, officials came forth 
with a prompt denial and accused the 
perpetrators of being color blind. This 
tampering with the signals is not a erimi- 
nal offense but reflects the green eye of 
envy that has become accustomed to red 
in these times. An agreement has been 
reached between the company and 
B.-M. T. for installation of new equip- 
ment on two branches of its lines, making 
an order of $490,000 that should prove 
an offset to other railroad business lost or 
deferred. It is needed, for earnings in 
1931 dropped to $3.33 a share from $7.07 
in 1930. 


Goodyear 4 “C+” 
Encouraging reports are coming from 
rubber circles, indicating a better showing 
by the manufacturers, and the necessity 
of taking extraordinary inventory write- 
offs is not so large a problem this year. 
Whether a result of business originating 
on new ¢ars or replacements on old ones 
Goodyear has increased its working 
schedule to six days a week from five and, 
is running four six-hour shifts, affording 
a 36-hour week to a greater number of 
employees. 
(Please turn to page 24) 
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CORPORATE EARNINGS BAROMETER 


Current Future 
Earnings Earnings 
mpared mpa 
With a With 
Year Ago Present 


Amusements 
Automobile, Passenger De 
Automobile,Commcercial 

dChemicals .........0 


Farm Equipment. ... 
QFertilizer..........D 


* Changed from last week, see page 21. 


EXPLANATORY NOTE: This tabulation is prepared 

The left hand indicator shows by its 
of corporate earnings as compared with their respective positions one year ago. 
his indicator attempts to answer the question, how will conditions in the near term future compare with the present 


Tevised as warranted by developments. 
Present as a base. 


Current Future | 
Earnings Earnings 
Compared Compared 
With a With 
Year Ago Present 


Electrical Equipment..B 
Food Companies’. . . . 
Leather and Shoes... 
Machinery and Tools . .B 
Merchandisers. ..... 
QOffice Equipment .. . 
QPublic Utilities... ...De 


Current 


Earnings Earnings 
Compared Compared 
With a With 
Year Ago Present 


@Railroads 
Railroad Equipment. . B 
QTire and Rubber... 


@ Seasonal trend. 


on the basis of conditions existing at the present time, and future presentations will 
ition above or below horizontal (or neutral), the current status 
he right hand indicator is a forecast of 


future eee using the 
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cA public utility 
reflecting the growth 
of a progressive state 


Public Service New Jersey 
Reports Earnings Gain..... 


AAA 


By JAMES C. DE LONG 


Editorial Staff, 
Tue FinanciaL WorRLD 


RELIMINARY earnings report of 
P Public Service of New Jersey for 
1931 furnishes rather pleasant 
reading for stockholders, as a moderate 
increase in net profits is indicated for 
the year, despite lower operating revenues 
which resulted from general business 
conditions. Such an accomplishment on 
the part of the management is highly 
creditable and should reaffirm the faith 
of stockholders in the managerial astute- 
ness of their executives. A reduction in 
costs of operating a public utility enter- 
prise during periods of declining business 
activity is a difficult task and one which 
few utility managements have been able 
to carry out with any degree of success. 


Utility Costs Static 


Utility expenditures in the form of 
wages to employees last vear were but 2 
per cent below 1930, and there is little 
prospect of either a reduction in working 
force or paring of the utility wage scale. 
New construction outlays in 1931 were 
‘but moderately below the previous year 
while costs of capital actually increased 
in 1931 over the previous year, as did the 
very substantial item of local, state and 
Federal taxes. The relatively static 
character of operating costs in the utility 
field, in a majority of instances, throws 
the full weight of losses in operating 
revenues upon net and in cases where 
eapital structures have been designed to 
permit operation of the leverage factor, 
lower gross revenues are reflected to a 
somewhat greater degree in amount 
available for junior shares. 

In the face of such inherent difficulties 
in turning in a-favorable earnings ex- 
hibit under present conditions, Public 
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Service actually accomplished this dur- 
ing the past year. Despite a decline of 
about 1 per cent in gross revenues, net 
operating income was increased by 4.6 per 
cent, rising from $43.4 millions in 1930 to 
$45.4 in 1931. While non-operating in- 
come declined somewhat, amount available 
for common stock still represented a mod- 
erate improvement over that of the pre- 
vious year. The preliminary report is not 
given in sufficient detail to furnish an 
accurate clue as to the character of 
operating economies placed into effect 
during the year. Operating expenses, 
maintenance, taxes and depreciation are 
grouped under one head, the total of 
such charges for the year 1931 amounting 
to $91.8 millions as compared with $94.7 
millions in the previous year. With the 
exception of taxes, it is probable that 
actual expenditures or reserves under 
each of the above items were reduced in 
1931. Paring down on amounts set up 
as reserves for depreciation and mainte- 
nance would appear to be justified in 
the present case as Public Service has 
followed a very liberal policy in this 
respect; charge-offs for maintenance and 
depreciation have averaged more than 19 
per cent during the past decade in spite 
of the fact that the average or standard 
ratio for the industry is about 12 per 
cent. 

Another favorable result which 1931 
income account reveals has to do with 


gross operating revenues. A _ reduction 
of $903,000, or less than 1 per cent in 
operating income, compares very favor 
ably with operating revenues of the in- 
dustry as a whole, and reflects the expan- 
sion in demand for gas and electricity 
among the company’s commercial and 
domestic consumers, accomplished by 
aggressive merchandising methods ear- 
ried on during the year among this class 
of consumers. The company has like 
wise increased the number of customers 
in this field, at the end of September, 
1931, number of electric meters in service 
totaling 924,868 as compared with 
912,357 one year earlier while gas meters 
during this period increased from 766,995 
to 769,357. 


The Monthly Figures 


Although Public Service succeeded in 
establishing a new peak in earnings in 
1931, this is likely to prove misleading as 
to immediate future results as earnings 
of recent months compare unfavorably 
with earlier months of 1931 as well as 
the corresponding pcriod of 1930. The 
accompanying tabulation of monthly 
operating revenues and net income for 
the past two years indicates the adverse 
trend which has develcped, both m 
gross and net during recent months. 

Despite the year end recession in both 
gross and net revenues, results for the full 

(Please turn to page 28) 


Operating Revenues 


Net Income 


1931 1930 1931 1930 
—Millions— Change —Millions— Change 

$12.9 $12.5 +3.2% $3.3 $2.8 +16.0% 
11.5 11.5 2.6 2.4 + 83 
12.0 11.3 +6.3 2.9 2.3 +26.0 
11.3 11.2 +0.9 2.2 2.0 +10.0 
ES 10.5 10.5 . 1.8 1.5 +20.0 
10.7 —4.5 2.0 2.5 —20.0 
11.6 11.8 —-1.7 2.6 2.4 + 83 
11.6 12.2 -—4.9 2.9 3.0 33 
4 11.6 12.2 -4.9 3.7 4.6 —20.0 
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in the newspapers 


often do not accurately indicate 

the nature of the story which 
follows. Closer attention to the con- 
tents of the text reveals a different tale. 
We were startled to read the other day 
that the House of Morgan made $10 
millions on foreign bonds which they had 
floated in recent years. This sum looked 
large, but when compared with the total 
jssues financed, amounting to over $15 
billions, it was a trivial amount. It came 
to less than 1 per cent and did not repre- 
sent net profits, for overhead expenses 
still remained to be deducted. If the 
individual merchant were asked to trans- 
act business on such a small margin he 
would soon look around for more profit- 
able avenues for his activities. The only 
reason Why Morgan can operate on so 
small a percentage is its large volume of 
pusiness. It is a case of multum in parvo. 


But newspaper headlines, like high- 
ly adorned wrappers covering mer- 
chandise, are made to sell wares. 
Editors feel that the more startling 
they can make their captions the 
more papers will they sell. 


HE controversy over short selling 

is by no means all one sided. There 
are earnest men and associations who 
candidly believe that it should not be 
interfered with or hampered by legisla- 
tion. They consider it one of the neces- 
sary mechanical parts in the operations 
of a free market. In a sense, they are 
theoretically right. They deal only with 
the practise and not with its abuses. It is 
on the latter unlicensed and unbridled 
infractions that just complaint is based. 
Fault is not found with short selling in 
principle, but in the lack of proper con- 
trol in a grave financial crisis. 


To burn out a patch of weeds or 
underbrush is not harmful, but 
if allowed to get out of control the 
fire can work a great deal of mischief 
by incinerating a lot of valuable 
property. Short selling has done 
this, as the record fully shows. 


A 


PERSONALLY, am not an advocate 

, of attempting to control the forces of 
speculation by laws. They can be better 
controlled by the security exchanges 
themselves, whether such forces run to- 
ward deflation or inflation. But if an 
organization shows an inaptitude in ex- 
ercising intelligent supervision over its 
security trading and the public is made 
the greatest sufferer, then an investiga- 
tion to find the fault is not harmful. It 
may suggest reforms that can be applied 
Without putting on the clamp of re- 
strictive legislation. 


Through its spokesman, the New 

New York Stock Exchange insists . 
_ that short selling did not contribute 
to the débacle in the stock market. 
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Let it be 
heard and 
the hearing 
of it should 
be public. 
Publicity never injures a just cause. 


A 


HE Interstate Commerce Commis- 

sion has come in for a severe castiga- 
tion from Phillip J. Roosevelt, the out- 
spoken rail champion. He minces no 
words. He says the Commission has 
been intellectually dishonest and utterly 
irresponsible to investors, shippers and 
the railroads when executing the mandate 
of Congress which gave it being. While 
I would not go to such extremes, the 
record of the Commission in connection 
with the Transportation act indicates 
that it has acted like a balky horse trying 
always to get out of harness. But lately 
this legal Dobbin has been more tractable. 


The best governed country is the 
least governed one, but our states- 
men do not believe so, and holding 
to this erroneous conception, they 
keep putting blinders on the legiti- 
mate activities of the populace. 
The Commission is but one of the 


blinders. 
a 


HE toesin calling for more courage 

on the part of the banks has been 
sounded by Under-Secretary of the 
Treasury Ogden L. Mills. This young 
and rich statesman, who knows the value 
of credit, frankly avows that the banks 
ean turn the tide against deflation by 
stepping on the credit accelerator like a 
motorist would step on the gas. Since 
his utterances, the institutions have dis- 
played more courage in dealing with 
credits. This is as it should be, for no 
factor contributes more to engendering 
fear than when banks in their desire for 
super liquidity put bolts and locks on their 
resources. Indirectly it is as much a form 
of hoarding as if the depositor took his 
money out and hid it away in a mattress. 
With the Reconstruction Finance Board 
now functioning, a strategic opportunity 
is presented the banks to release credit 
from its attrition. 


Credit is the life blood of commerce. 
If it is clogged up, a low pressure in 
activity is reached. Since every 
gold dollar is the basis of some ten 
dollars of credit the importance of 
keeping it freely circulating be- 
comes paramount. 

A 


| A owes B $10 and pays him, and B 
owes C $10 and gives A’s $10 in pay- 
ment, and C in turn settles a debt of $10 
with A, we find in these transactions that 
one $10 note has liquidated $30 in debts. 
That is what money does when it freely 
circulates. Hide it and no one benefits, 
but other means must be found to meet 
obligations. Pump credit into use—that 
is what we need. 


Investment . 
Selection Service 


. There are now many opportu- 


nities to secure sound bondsat 
prices affording high income. 


However, in order to meet the 
particular needs of the indi- 
vidual investor it is most 
important that proper selec- 
tion be made. 


We are constantly assisting 
investors in such selection. 


Ask for our pamphlet 
“Investment Suggestions.” 


Chase Harris Forbes 
Corporation 

The Chase National Bank Building 

60 Cedar Street, New York 


Uptown Office 
Madison at 4ist Street 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 


115 Broadway 
New York 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


230 Park Ave. 
New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


Odd Lots 


Ten shares of stock in 10 differ- 
ent industries offer a margin of 
safety which is not inherent in 
the purchase of 100 shares in 
any one company. 


How a purchase of this kind 
safeguards your stock holdings 
against adverse conditions is 
interestingly set forth in our 
booklet, 


“Odd Lot Trading”’ 
Ask for F.W. 512 


100 Share Lots 


John Muir&@ 


New York. 


39 Broadway New York 
Branch Office—11 West 42nd St. 
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du Pont chemists make 
the alchemists dreams come true 


for chemical control of quality and 
yields of existing products. In addi- 
tion, $5.4 millions were expended 
for improvement of present processes 
and products and the development 
of new methods and new products. 
The largest investment during 1931 
was the expenditure of $13 millions 


HE most striking feature of the 

results shown for 1931 by E. I. 

du Pont de Nemours & Company is 
that the company’s own operations in the 
third and fourth quarters of the year 
were more profitable than in the corre- 
sponding periods of 1930, the gains in net 
operating income amounting to 27 per 
cent and 64 per cent respectively. Al- 
though the company’s income account is 
not fully detailed, it does show that 
sometimes intangible and often highly 
flexible item ‘‘reserve for depreciation 
and obsolescence,” and no juggling with 
figures in that account resulted in the 
improvement, as charge-offs of this na- 
ture were actually increased by about 
3% per cent. Prices, we know, were 
lower, and the only conclusion is that 
increased operating efficiency was prob- 
ably largely responsible for the earnings 
gains, although significant aid undoubt- 
edly came from the growing use of 
cellophane. 


Analyzing Net Income 


Net income of the company and its 
wholly owned subsidiaries for the year 
1931 amounted to $53.2 millions, equal 
to $4.29 a share of common stock. This 
compares with a net profit of $55.9 
millions or $4.67 per share for the year 
1930, and exceeded dividends paid on the 
common by 29 cents a share. Net profits 
from the company’s own activities were 
reported at $21.1 millions for the entire 
year, which is only slightly below the 
operating income of $21.7 millions ob- 
tained in 1930. The decline in total net 
income is accounted for almost entirely 
by a $3 million reduction in revenues 
from its investment in General Motors. 

Following the trend in general business 
activity during 1931, volume of the 
company’s business on a tonnage basis 
declined 4.5 per cent during that period. 
However, inasmuch as prices for its pro- 
ducts underwent an average reduction of 
about 10 per cent, the dollar sales volume 
showed a shrinkage of approximately 
14.5 per cent. Nevertheless, net income 
from operations was only 2.9 per cent 
less than in the previous year, an excellent 
testimony of a high rate of efficiency. 

Du Pont has adhered to its long estab- 
lished policy of maintaining large chem- 
ical and engineering organizations and 
approximately $1.6 million were spent 


16 


in extending and modernizing the 
company’s manufacturing facilities 
and in the completion of a sixth section 
of the home office building at Wilmington. 

Last November du Pont surprised the 
chemical world with the annoucement of 
a new synthetic rubber compound under 
the trade name ‘“‘Du Prene.” This 
rubber closely resembles natural rubber 
in almost all physical properties, but, 
although the required raw material is 
cheap and available in abundant quanti- 
ties, costs of production are still too high 
to make it a serious competitor to the 
natural product. Nevertheless, an ac- 
count of several specific chemical proper- 
ties the company believes it suitable for 
a number of commercial purposes and a 
small manufacturing plant has been 
erected at Deepwater Point, N. J. Other 
new products developed during 1931 
include a synthetic drying oil, dyestuffs 
in the class of new vat colors for cotton, 
azo colors for cellulose acetate fibers and 
for tin-weighted silk. 

Thus despite the general business de- 
pression du Pont continued to expand its 
activities and it has maintained its or- 
ganization in a condition of high efficiency 
and financial strength. The consolidated 
balance sheet as of December 31, 1931, 
showed current assets of nearly $122 
millions against current liabilities of 
$11.5 millions, indicating a ratio of 10.6 
to 1. Cash alone was approximately 
twice, and cash and marketable securities 
combined were six times, the amount of 
current liabilities. These marketable 
securities totaling $47.9 millions include 
over $24 millions of U. S. Government 
bonds and $15 millions high grade short 
term notes and prime bankers acceptances 
maturing within four months. Inventor- 


a du Pont < 


EARNINGS 
TURN UPWARD 


AA 


ies at or below cost were reported 4 
$33.5 millions as against $39.4 twely 
months ago. 

The most important item in du Pont 
investment portfolio is its holdings of 
9,981,220 shares of common stock of 
General Motors Corporation, carried jp 
the balance sheet at $178.6 millions 
$17.90 per share. This investment 
originated from the company’s war pro. 
its, which for the period of 1915 to 1918 
amounted to $260 millions. About $% 
millions of these earnings were used for the 
acquisition of a block of General Motor 
common, which so far has netted the 
company over $252 millions in dividends, 


Income from General Motors 


The accompanying tabulation shows 
the percentage of du Pont’s annual net 
profit from its holdings of approximately 
22.94 per cent of the total common stock 
outstanding of General Motors Corpora 
tion. This investment is equal to ap 
proximately 9-10 (nine-tenths) of a share 
of General Motors for each share of 
du Pont own common. As 56.3 per cent 
of last year’s net profit was derived from 
General Motors dividends, the dividend 
policy of the latter company is an import- 
ant factor in du Pont’s annual disburse 
ments. The company’s policy has been, 
in general, to pass on to stockholders 
whatever extra dividends have been 
received from General Motors, and if 
this policy is to be continued to its logical 
conclusion we could expect that last 
week’s reduction in Motors’ dividend 
will be the reason for a similar action by 
the du Pont directorate when it meets 
February 15. Lowering the automobile 
leader’s dividend from $3 to $2 means 
earnings of 90 cents a share less on 
du Pont common, and consequently de 
spite its financial strength and the satis- 
factory results of its operations in the 
chemical field, the company’s shareholders 
should realize the possibility of a some 
what lower rate of return this year; 4 
possibility which, however, is already re 
flected in market prices for the issue. 


DU PONT'S EARNINGS SOURCES 
—Per Cent of Profits— 
From own 
Received from Earnings From Activities 
Net General per Share Gen. and 
Year Income Motors of Common Motors other inv. 
1926...... $41,969,574 $23,621,947 $3.99 56.3% 43.7% 
1927. . 45,947,832 28,941,597 4.41 63.0 37.0 
a 64,097,797 37,929,327 5.97 59.2 40.8 
a 78,171,730 42,939,452 6.99 54.9 45.1 
1930. . 55,962,009 32,936,529 4.67 58.9 41.1 
Aaa 53,190,060 29,942,930 4.29 56.3 43.7 
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Public 


Utility 
Notes 


A rather dismal picture 


Must Utility for public utility securi- 
Rates Come ties as investments has 
Down? been drawn by Mr. 


Jay Morrison of Seattle, 
president of the savings division of the 
American Bankers’ Association. Holding 
that the reproduction cost theory for 
establishing rate bases cannot be aband- 
oned in the present period of falling prices 
infavor of actual cost basis, Mr. Morrison 
offers the prediction that general rate 
reductions ranging up to 30 per cent will 
be effected in the not distant future. 
Obviously if the utilities are faced with 
the necessity of reducing rates in the face 
of presently curtailed gross revenues, the 
larger number would experience great 
difficulty in meeting fixed charges and the 
investment character of such issues would 
be greatly impaired. However, there 
appears to be no occasion for alarm in the 
present situation, even granting con- 
tinuance of present deflated price levels 
for realty and raw materials which go to 
make up the assets of the operating com- 
panies. While the Courts have repeatedly 
upheld the reproduction cost theory, 
this has been admitted purely as an in- 
srument for insuring a fair rate of return 
on investment and if it fails of this purpose 
now or at any time in the future it will be 
abandoned for the historical cost basis 
which would permit fair rate of return. 


Gatineau Power first 


An Attractive 5s, series 1956, cur- 
Medium Grace rently quoted at 66 to 
Bond yield 8.25 per cent to 


maturity appears to 
qualify as a satisfactory business man’s 
investment and at current levels may 
well prove an investment of increasing 
value. The issue enjoys full mortgage 
protection, subject only to a purchase 
money obligation of $249,722 and is 
snior to two debenture issues outstand- 


ing to the amount of $18.9 millions. 


The issue is a direct secured obligation 
ofa public utility operating company, a 
fet that is often overlooked in apprais- 
ing its relative investment status. The 
company was formed under the laws of 
Quebee in 1926 and at present owns or 
holds, through long term government 
lkasecholds, water power sites on the 
Gatineau and Ottawa rivers and tribu- 
laries, having a potential capacity in 
excess of one million horse power. About 
me half of this has been developed at the 
present time and additional hydro-electric 
plants are installed as demand for power 
inreases. The company’s problems of 
distribution and building up markets 
for power have been simplified by con- 
tracts entered into with large municipal 
and industrial consumers in this area and 
the bulk of output is taken by these cus- 
tomers. Contracts extending from 30 to 
0 years (beyond the maturity date of its 
frst gold 5s, 1956) have been entered into 
With the Hydro-Electric Power Commis- 
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WE extend the facilities of our organiza- 


tion to those desiring information or reports 
on companies with which we are identified. 


Electric Bond and Share Company 


New York 


Two Rector Street 


sion of Ontario, City of Ottawa, Canadian 
International Paper, New Brunswick 
International Paper, Fraser Cos., Ltd., 
Canada Cement, E. B. Eddy and Ottawa 
Electric and others. 

As these contracts call for increasing 
deliveries during the initial years, re- 
venues of the company have continued to 
expand during the recent past, despite 
general business conditions. For the 12 
months ended September 30, 1931, gross 
earnings increased to $2.1 millions from 
$1.9 millions in the preceding 12 mouths 
while amount available for fixed charges 
on the above issue increased from $3 
millions to $3.3 millions. Fixed charges 
on this issue for the most recent period 
were earned 1.97 times while interest 
requirements on all funded and unfunded 
debt were covered 1.30 times against 1.24 
times in the previous 12 months. Holders 
of the company’s 5s, 1956, are protected 
against fluctuating exchange rates as 
interest and principal are both payable 
in United States gold coin. 


President Frank L. 


Reasons for Dame of the North 
Stock American Company has 
Liquidation asked former  stock- 


holders of his enter- 
prise the reasons why they have sold 
their shares. Among primary reasons, 
realization of profit accounted for 23.66 
per cent of total; personal reasons,which 
might represent need of money, 18.60 
per cent; transfer for collateral, ete., 
14.34 per cent; needed money, 11.6 per 
cent; forced to sell (margin) 7.12 per cent; 
investment change, 4.97 per cent; market 
price decline, 3.75 per cent; unsettled 
market, 2.49 per cent; lack of informa- 
tion; 2.34 per cent; gift, death, trust 
1.50 per cent; and rumors of adverse 
legislation, 1.03 per cent. 


A large number of 
Customer- 


public utility com- 
Ownership panies which engaged 
Reaction in customer-ownership 


campaigns during the 
boom era have learned a costly lesson as a 
result of agreements entered into in 
reference to protecting investment issues 
sold. Many companies, over-zealous to 
effect thorough distribution of their 
securities among customers, agreed to 
redeem certain issues sold, especially 
preferred stocks, at or close to par, upon 
demand. With the majority of public 
utility preferreds selling substantially 
below par on the open market, it has 


required no great amount of reflection 
to convince holders of such issues what 
course should be pursued under the 
circumstances and many companies which 
ean ill afford to do so are being called on 
to redeem these issues at the present time. 
Although the temptation is* great, it 
would seem the better part of wisdom 
for holders of such issues to withhold 
exercising their redemption privilege as 
were the movement to become wide- 
spread it might easily precipitate a finan- 
cial catastrophe which would render 
valueless not only the redemption privi- 
lege but original investment as well. 


The Public Service 
A Commission of theState 
Dangerous of New York in re- 
Precedent voking the authority 

previously granted to 
various public utility companies to issue 
securities for various purposes, has ini- 
tiated a policy which, if followed by the 
other Commissions, will work serious 
hardships upon the public utility industry 
of the country. The large volume of au- 
thorized but unissued public utility secur- 
ities at the present time reflects the de- 
moralized conditions which have been 
present in the security markets during the 
past several months and the reluctance of 
utility executives to attempt new financ- 
ing under such conditions even, in the face 
of pressing need for additional funds. If 
a less liberal policy is to be adopted by 
State Utility Commissions in regard to 
authorizing and extending new utility 
issues of companies under their jurisdic- 
tion, this will prove another pillar to the 
dam which is interrupting a flow of new 
capital to the industry. 


v 
A Two-Edged Sword 


PECIAL taxes aimed at chain stores 

are proving to be a two-edged sword. 
Not only do they fail to provide the 
revenue expected of them, but have 
reacted to the detriment of independent 
merchants, according to tabulations is- 
sued recently by the National Chain 
Store Association. The figures, based 
upon the schedule of rates embodied in 
the Arizona license tax bill just enacted 
and the data of the census of distribution, 
indicate that the local merchants of that 
state, for example, will pay more than 
three times as much tax in the aggregate 
as the chain stores. The tabulation 
shows the latter will pay $4,471 out of 
a total revenue from the tax of $19,763. 
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Are there “jokers” in 
reorganization plans? 


experience fora shareholderor partner 

of a business organized in any form is 
the necessitous payment of additional 
funds after his original investment has been 
wiped out by the failure of the enterprise. 
Since many holders of stocks in failed 
banks have recently been called upon 
to make payments under the “double 
liability’’ provisions of the banking laws, 
these stockholders and many others who 
have learned of their unfortunate experi- 
ence have quite naturally become ner- 
vous over the status of their holdings of 
stocks other than bank shares. This 
hervousness has been increased by the 
publication of reorganization plans for 
companies operating in widely divergent 
types of industry, which frequently in- 
clude provision for payment of ‘‘assess- 
ments” by the stockholders. 

A few comments upon this aspect of 
stock ownership should dispel the con- 
fusion. In the first place, it should be 
understood that the term ‘‘assessment”’ 
is used very loosely, particularly in con- 
nection with corporate reorganizations. 
Most companies upon emerging from 
receivership need new working capital, 
and the conventional method of obtaining 
the needed cash is to make the holders 
of junior securities, and especially the 


Peveiee the most heart breaking 


common stockholders, supply it. Thus, 
the reorganization plan provides that the 
stockholders must pay a certain amount 
per share or, as it is frequently called, 
an ‘“‘assessment,’”’ in order to obtain any 
of the securities of the new company 
which is being organized to take over the 
assets and business of the old concern. 
An example may be found in the recently 
promulgated reorganization plan for the 
Fisk Rubber Company, under which 
holders of common stock receive noth- 
ing but rights to purchase one-tenth of a 
share of new preferred stock and seven- 
tenths of a share of new common stock 
for $10 for each twenty shares of old com- 
mon stock held. 

Such provisions might more properly 
be termed “rights to subscribe” than 
‘‘assessments,” since the security holder 
is under no compulsion to make any 
payment. In the official texts of such 
plans, the use of the word ‘‘assessment”’ 
is relatively infrequent, but it often ap- 
pears in discussion elsewhere probably 
for the reason that it is the handiest 
phrase to use. As a result, many stock- 
holders may be led to believe that they 
are under a legal obligation to make the 
payment, when this is not the case. 

The true assessment, which is most 
frequently found in bank failures, in- 


volves a legal obligation to pay. Bank 
stocks carry ‘‘double liability,” i. ¢., in 
the event of the failure of the bank, each 
shareholder is liable for payment of the 
par value of his shares if this proves to be 
necessary in order to avoid loss to the 
bank’s depositors. This provision was 
invoked in the failure of the Bank of 
United States of New York City, when the 
Superintendent of Banks of New York 
State sent out notices to the bank's 
many shareholders in many different 
parts of the country. Bank stocks are 
‘“‘assessable” in the true sense of the 
word. Legal action can be brought to 
compel payment. Furthermore, the 


stockholder receives no new securities 
or anything else in return for his payment. 

Double liability for all types of corpora- 
tion stockholders used to be a require- 
ment of the corporation laws of numerous 
states but such provisions are now rare. 
California is the latest state to drop the 
double liability requirement for stocks of 
corporations other than banks. Conse- 
quently, double liability is now limited 
mainly to bank stocks, and relatively 
few other issues are assessable in the true 
sense of the word. However, any type 
of stock may be subject to the require- 
ment of payment for the right to partici- 
pate in a reorganization. 


for the Home Owner 


"TOGETHER. with the farmer, the 
banker and the railroad man, the 
owner of the small home is in line for aid 
from Governmental agencies, and accord- 
ing to president William E. Best of the 
United States Building & Loan League, 
the Administration-sponsored legislation 
for the creation of mortgage discount 
facilities through the establishment of 12 
**Home Loan Banks”’ has the solid sup- 
port of the building and loan associations 
of the country. The Home Loan Bank 
idea, intended to correct the present un- 
satisfactory situation in the real estate 
mortgage market, and thus lead to im- 
provement in the real estate situation 
generally and to stimulation of the build- 
ing construction industry, is one of the 


“major points in the administration’s 
program for the alleviation of present 


economic corditions. ~~~ 
18 


The facilities of the Home Loan Banks 
for discounting of mortgages held by 
building and loan associations, banks and 
other institutions are intended to release 
funds which can be used either in loans 
on new buildings or for refinancing exist- 


ing properties. Thus, one of the most 
distressing aspects of the present situa- 
tion, i.e., the impossibility of obtaining 
renewals on sound mortgages in some 
districts, should be removed. Other 
features of the amended Home Loan 


Bank Bill, as described by Mr. Best, 
are as follows: 

1. The twelve home loan banks to be 
established under the system will operate 
through building and loan associations, 
cooperative banks, homestead associa- 
tions, and banks whose time deposits 
and financial condition under the regula- 
tions of the Home Loan Bank Board 
warrant their making loans to home 
owners and home buyers. 

2. The country will be divided into 
twelve districts determined by the home 
financing needs, districting to be 
on the distribution of the urban popula 
tion and the amount of home financing 
assets. 

3. The board of directors of each bank 
will be chosen by member institutions 
assuring that each home loan bank, 
operate to meet the actual needs of the 
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home borrowers and investors in its local- 
ity. Large, small and medium sized in- 
stitutions will all have a voice in the 
policies of their bank. 

4, The capital stock of the Home Loan 

raised by subscription of member 
institutions is to be invested only in short 
term loans to members or in liquid govern- 
ment securities. This is to provide liquid- 
ity for the banks so they will be pre- 

to act under all possible conditions. 
(The funds for use in discounting mort- 

will be raised through the sale of 
bonds.) 

5. Mortgages on houses for not more 
than three families come under the bill’s 
definition of home mortgage loans. 

6. No bank is to be established in any 
district without a minimum capital of 
$5,000,000. This is to prevent the spring- 


ing up of any institution with inadequate 
facilities. 

- 7. The amount which any member of 
the system can borrow from its home 
loan bank is limited to twelve times the 
amount of capital stock owned by that 
institution in the bank. This limitation 
is primarily to bar inflation and unsound 
expansion. 

8. Voluntary or involuntary with- 
drawal from the system is provided under 
the amended bill. This makes certain that 
members carrying on practices contrary 
to the requirements of the system will not 
continue to participate in the system. 

9. Examination of each member is 
required, to give the same check-up on 
sound condition and operation to every 
participating institution as is given the 
twelve Home Loan Banks. 


DECEMBER RAILROAD EARNINGS 


December Net 
(000 omitted) 


Twelve Months 
(000 


How Business 
Is Meeting 
New Conditions— 


BRADSTREET’S is publishing a series of 
fact-stories, one each week, of successful cora- 
panies that are doing outstanding things to 
meet new conditions and show profits today. 
A real contribution to the solution of present 
business problems! Executives who know and 
use BRADSTREET’S (with its weekly record 
of failures, state of trade, wholesale price in- 
dexes, position of key industries, etc.) regard 
it as indispensable a guide to business as they 
do Bradstreet’s Mercantile Reports and Brad- 
street’s Commercial Ratings. 

To profit by the priceless business information 
that the next seventeen weekly issues of BRAD- 
STREET’S journal will bring you, return this ad 


with $1, before the offer is withdrawn. (Regular 
price; $2 for 17 weeks.) 


Bradstreet’s. 


Aweekly business digest © 


148 Lafayette St., Dept. B-2, New York, N. Y. 
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EASTERN DIVISION: 1931 __1930 
Maltimore & Ohio. .......c.ccee 1,150 3,068 — 62.2 26,231 40,249 —34.8 STOCKS 
Bangor & Aroostook............ 105 135 — 22.2 1,389 2.336  —40.5 
Chesapeake & Ohio. 1,694 2,766 38.7 35,330 40/523 H. F. McCONNELL & CO. 
Chi., Ind. & Louisville.......... 4 94. 95.3 177 1,139 
Delaware & Hudson............ 161 119 + 35.2 4,290 5.869 —27.0 (Established 1908) 
Delaware, Lack. & West........ 543 783 — 30.6 7,241 11,160 —35.1 Members New York Stock Exchange 
497 905 — 45.0 10,352 15,027 —31.1 Members New York Curb Exchange 
86 817 — 89.6 4,602 8,538 —46.1 150 B’way, N. Y. Tel. REctor 2-3000 
325 569 — 42.7 7,218 7,995 — 9%.7 
Norfolk & Western.........-.-- 1,511 2,513 — 39.7 22,977 33,641 —31.3 
1,469 2,134 — 31.1 18,658 25,085 —25.6 
580 ,999 — 80.5 28,092 57,235 —50.9 
New York, Ontario & Western... 123 17 +623.0 1,769 883 +10.0 
New York, Chicago & St. Louis. . 206 + 62.3 2.542 5,648 —55.0 The 
Pittsburgh & Lake Erie......... 214 394 — 45.5 3208 7373 —61.3 N TI AL ( ; UP 
Pittsburgh & West Virginia...... 49 75 — 34.6 1,5 —59.7 ATION RO 
1,339 1,392 3.7 8,995 12,645 —28.8 
#235 «892 4367 NATIONAL 
Maryland. 347 40g 13.8 4.343 5,253 =17.3 ELECTRIC POWER COMPANY 
NATIONAL 
SOUTHERN DIVISION: PUBLIC SERVICE CORPORATION 
Alabama Great Southern........ 66 318 79.3 356 1,327 —73.5 
522 687 — 24.0 4,748 7,241 —34.4 
Central of Georgia.............. *99 237 Ram 1,576 3,669 —57.0 
Clinchfield.. 153 - 49.0 1,460 ,927 24.8 A part of the 
orida Mas - —30. 
Gulf, Mobile & Northern...) 32 20 60.0 166 631 —73.5 MIDDLE WEST UTILITIES SYSTEM 
Illinois Central System.......... 1,530 2,802 — 45.0 11,347 23,596 —52.0 
Louisville & Nashville.......... 783 1,269 — 46.3 9.519 14007 | 
Nesh., Chat. & 8t. L........... 20 740 822 2,112 
Norfolk Southern............... *35 49 eae 338 743 
60 303 80.2 2,579 5,817 
Southern Ry. System........... 350 2,008 — 82.1 8,281 19,708 D L o T S 
NORTHWESTERN DIVISION: 0 D 
Chi 9, Great Western pdaneende 175 274 36.0 2,571 12853 (10-20-50 Shares, ete.) 
Chicago & Northwestern. 208 1,136 81.5 6.272 17.433 secure 
St. P., M. sification. Orders execu 
Great Northern: ............... 897 346 +159.1 12,669 21,913 
Minn. & St. Louis... 2.202223! *12 37 eat 112 547 purchase or sale of odd lots, 
Minn. St. P. & S. S. Marie...... *148 281 3,967 as well as in regular 100 share 
orthern Pacific............... 1,034 957 + 8.0 6,801 1293 lots, cash investment er on 
CANADIAN DIVISION: conservative margin. 
Canadian 3,677 4,204 — 12.5 27,764 38,688 Information cheerfully given 
CENTRAL WESTERN DIVISION: , 
Atch., Topeka & Santa Fe....... 945 2,623 — 63.6 31,44€ 44,876 nnett 
Chicago, Burlington & Quincy... 727 1,459 — 50.5 507 -f 
Chicago, Rock Island & Pacific... *165 1,093 aie 12,924 19,748 STOCES CRAIN 
Chicago & Eastern Illinois... "158 4,815 "1,700 5.506 (o — 
nver & Rio Grande West... .. 337 524 — 35.7 5,138 6.94 COTTON BUBBER 
Southern Pacific...............% 348 2,346 85.0 1.964 43,1 Members 
2,770 2,458 24,702 35 of 
estern *30 263 Chicago Board of Trade 
New York & Chicago Stock Exchanges 
SOUTHWESTERN DIVISION: New York & New Orleans Cotton Exch. 
International Great Northern... . *26 79 2,408 All Principal Exchanges 
Missouri Pacific................ 621 1,538 — 59.6 16,809 ~20'7 New Vork—PRIVATE WIRES—Callfornia 
ov. uis ut western . 
exas & Pacific. .... 448 708 36. 5,870 : 332 So. La Salle Street 
*Deficit. {Net after taxes. CHICAGO 
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WALL 
STREET 
CHATTER 


Why 
Farrell 
Resigned 


Waues James A. Farrell summoned 
newspaper men to his home late at night 
and announced, somewhat impulsively, it 
seemed, that he was planning to retire 
as president of the United States Steel 
Corporation on April 18, Wall Street 
buzzed with gossip. The assumption 
everywhere, except in the limited circles 
where the facts were known, was that 
Mr. Farrell had arrived at his decision 
in a moment of pique or temper. It was 
suggested that he had disapproved the 
proposed reduction in the dividend rate 
from $1 to 50 cents quarterly, or that he 
was quitting in protest against another 
contemplated reduction in the wages of 
the Steel Corporation’s employes. The 
gossips also built up an imaginative quar- 
rel with Mr. Farrell and Myron C. 
Taylor, chairman of the finance commit- 
tee. The truth can now be told. Mr. 
Farrell made up his mind some weeks ago 
that he would retire this spring. He 
confided his intention to the presidents of 
all of the Steel Corporation’s subsid- 
jaries at their January meeting. There 
was an exchange of felicitations. His 
subordinates in a feast of good fellowship 
loaded him with compliments. Mr. 
Taylor joined in, lauding Mr. Farrell as 
the “grand old man” of the steel in- 
dustry. The group had a dinner that 
night at which the exchange of compli- 
ments was continued. On his way home 
it oceurred to Mr. Farrell that some of 
his associates might be indiscreet, when 
they got back to their offices and mills, 
to reveal what he had told them, so in 
order to prevent the circulation of ru- 
mors he called in the newspapermen and 
announced his intention to retire. So 
far as the story of an error in his age is 
concerned, Mr. Farrell, no matter what 
the vital statistics may show, is entered 
on the records of the Steel Corporation 
as sixty-nine, going on seventy, and he 
could have remained with the. organiza- 
tion a year longer before being retired 
automatically. The Steel Corporation 
is not interested in any possible error in 
his birth record. 


Who Will 
Succeed Him? 


~‘Mleaxwane, Mr. Taylor is preparing 
to announce Mr. Farrell’s successor. He 
will be the ‘‘strongest man available in 
the industrial community,” possibly Lee 
Avery, president of the. United States 
Gypsum Company—possibly someone 
else. But Mr. Taylor will remain the 
dominant figure in the corporation, as 
he has been for a year or more. 
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Regulations 


Drszcross of the American Petroleum 
Institute at a number of adjourned meet- 
ings within the last few weeks have seri- 
ously considered a memorial to Congress 
asking for Federal regulation of the oil 
industry as a substitute for the present 
state compacts. This hitherto undis- 
closed fact is not known outside of the 
A. P. I. directors and their legal advisers. 
Should the institute decide to go to 
Congress and ask for Federal regulation 
of production, it would be executing a 
complete reversal of position. The most 
influential directors have in the past 
violently opposed Federal regulation, or 
any suggestion of it, and their attorneys 
have advised them furthermore that such 
control would be unconstitutional. So 
far as some of the directors are concerned, 
there has been a change in front. The 
movement for Federal supervision has 
reached the point where a suggested bill 
has been drafted. The discussion has not 
been completed and the board is still 
divided. 


Marriages 
and Silver 


Mansy reasons have been assigned for 
the recently revived activity in the silver 
futures market, but it remained for a com- 
mission house interested particularly in 
this commodity to bring out the most 
original explanation. The fact is, accord- 
ing to this house, that the approaching 
‘“‘marriage season” in India has stim- 
ulated a demand for bullion and this, in 
turn, has given impetus to the futures 
market. Itis quite true, silver authorities 
say, that the use of silver for ornamental 
purposes increases sharply during the 
wedding season. It may be assumed, 
however, that this is not a vitally im- 
portant influence. Another aspect of 
the silver situation which has brought on 
a lively debate is the possible effect of 
hostilities in the Far East. Even among 
the best informed silver men, opinion is 
sharply divided. On one side it is con- 
tended that, with China requiring ad- 
ditional silver to compensate and sustain 
her armies, fresh purchases of the metal 
will be necessary. The contrary view is 
that should the Sino-Japanese conflict 
reach the point of declared warfare it 
would be logical to expect heavy foreign 
purchases of war supplies—which could 
only be paid for by the export or direct 
sale of silver. To Wall Street, however, 
the significant developments of the mo- 
ment are the aggressive steps looking to 
an international stabilization conference 
and the growing agitation for some form 


of bi-metalism with the unpleasant hi, 
torical connotation of that term lin, 
inated. 


Specialist 
Monopoly 
For many years there was only oy 
specialist on the floor of the Stock ky. 
change in Western Union—one of the 
most popular trading vehicles. Dissatig, 
fied customers could blame only ong 
person—Morris Joseph. Recently, hoy. 
ever, a competitive book was opened, jy 
charge of Wendell P. Blagden arid Willian 
R. Simonds. The new specialists ay 
reported to be giving the old monopoly 
something to think about. Incidentally, 
the Stock Exchange, which hears frp 
quent suggestions as to how the abusg 
under the present specialist system can bg 
corrected, encourages competition in this 
field. Without prejudice against any ip. 
dividual specialist who may have the only 
book in a stock, the attitude of many 
disinterested brokers is that there should 
be at least two independent specialists jp 
every stock. The number of active issug 
with only one book is small; some of the 
trading favorites have several. In the 
case of Western Union, there was no com. 
plaint with respect to Mr. Joseph, but 
the new tendency seems to be to break 
up a monopoly where it exists. 


Willard 


the 
Diplomat 
Dame WILLARD, president of the Balti- 
more & Ohio Railroad, is acclaimed by the 
railroad executives of the country as their 
most skillful negotiator and they will 
shortly, in some public manner, express 
their appreciation. It has been suggested 
that a dinner be tendered him, with the 
heads of the various railway brotherhoods 
as special guests. Such a gathering, it is 
believed, would further advance the 
cooperative spirit manifest in the recent 
extended wage conferences in Chicago. 
Railway executives consider that the 
unique success of the negotiations—and 
the spirit under which they were con- 
ducted—are of historical importance and 
not yet fully appreciated by a generation 
that has forgotten the stress and difficulty 
under which discussions between the 
railway operators and the unions were 
carried on in an earlier day. 


$8 Millions 
in Short 
Sale Commissions 


Ons of the most aggressive of the foes 
of short selling, not content with a 26- 
page presentation of the ‘‘case against 
short selling,’ proposes shortly to trace 
the actual record of short selling in 4 
‘‘well known company” listed on the 
Stock Exchange. The critic, A. Vere 
Shaw, says that the entire common sbare 
capital of this company was sold ninety- 
four times over in 1930 and 1931 and that 
commissions alone on_ this volume 
amounted to more than $8 millions, oF 
more than the entire issue’s market value 
at the end of 1931. It may be a go 
guess that he means J. I. Case, whieh 
has frequently been singled out as a stock 
in which speculators for the decline held 
carnival for many months. The Stock 
Exchange authorities themselves were 
amazed, when they obtained their 

of short sales beginning last May, # 
learn that the short interest in this stock, 
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in Auburn Auto and a few others was so 
large at various times. But for these 
“tight stocks,” it is contended, the Ex- 
change would have been able to show by 
the record that short selling was not the 
wicked practice which many persons 
pelieve that it is. 


York Stock Exchange are subscribing— 
apparently with the Exchange’s approval 
—_to a new and novel ‘‘information ser- 
vice.’ This service agrees, for a stipu- 
lated fee, to “flash” market suggestions 
from time to time to its subscribers, em- 
ploying a teletype machine. The appro- 
val of the Exchange is necessary before 
a firm can install any direct wire connec- 
tion, so presumably this service has 
official sanction. Recently, however, the 
service suspended for a brief season so 
that the operator could take a vacation. 
According to subscribers, the service 
consists of out-and-out ‘‘tipping.’”’ For 
instance, the machine will spell out, after 
asilence of an hour or so, a message some- 
thing like this: ‘‘Advise covering short 
commitments in Auburn,” or the opposite. 
The idea is that the information, for 
whatever it may be worth, should be re- 
layed to the customers’ room or to inter- 
ested traders. 


FOOD FOR THOUGHT 


concluded From page 7 


increased efficiency, but in the full utili- 
zation of comprehensive and far reaching 
delivery systems. 

Hand in hand with the improvement 
in store deliveries, which insures fresher 
merchandise and a more rapid turnover, 
has come the development of broader 
consuming markets through cooperative 
advertising with its attendant reduction 
of active sales effort. Instead of placing 
emphasis upon manufacturing economies, 
which have not been neglected, these food 
manufacturers have concentrated their 
efforts on building up ultimate consumer 
demand through extensive national adver- 
tising in newspapers, magazines, bill- 
boards and radio broadeasting. 

The cumulative benefit of past experi- 
enee, which has involved all kinds of 


surveys in all kinds of markets, has re- 


sulted in a knowledge of territories that 
wil serve as the guide of present and 
future advertising. As new uses are dis- 
covered for old products, packages im- 
proved and new products introduced, the 
cst of advertising and selling the ulti- 
mate consumer is conversely reduced. 
Meanwhile, national advertising, in addi- 
tion to assuring distribution, has built up 
tremendous good-will valuations. 
General Foods, Corn Products and 
Beech-Nut are in a strong financial posi- 
tion; so are Gold Dust and Standard 
Brands, though they are confronted with 
the possibility of a downward dividend 
readjustment during 1932 because share 
aamings are below the 1931 dividend 
tequirements. California Packing has 
subject to the vicissitudes of the 
fit and vegetable packing industry and 
may show a deficit for last year, but it is 
4strong factor and should share in any 
téovery which is destined to come to 
industry. 
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THE TREND OF THINGS 


concluded from page 4 


sort are needed, serious doubt has often 
been expressed concerning the steps 
which had been taken. However, pres- 
ent low prices as a result of previous over- 
production, together with the inability of 
many planters to secure credit to carry 
out planting schedules on the same scale 
as in the past, will undoubtedly have 
some effect in the right direction. Man- 
made laws may fail, but the economic 
laws of supply and demand, if allowed to 
work unhindered, will always bring about 
a proper balance. 


AAA 
Mills as Secretary 


PPOINTMENT of Andrew W. Mel- 
lon to be Ambassador to Great 
Britain has resulted, as expected, in the 
promotion of Ogden L. Mills to Secretary 
of the Treasury. This should mean no 
change in the policies of the Treasury 
Department, inasmuch as Mr. Mills and 
Mr. Mellon have .always worked in 
harmony and, as a matter of fact, many 
of the policies now in effect are thought 
to have originated with the younger man, 


AAA 
Barometer Changes 


HE only change in our Corporate 
Earnings Barometer this week is that 
of raising the left hand indicator on Oil, 
which now stands at a neutral position. 
The statistical position of the industry is 
materially better than it was a year ago, 
inventory losses are out of the way, and 
indications are that the first quarter of 
this year will witness earnings at least 
comparable to those obtained in the cor- 
responding period of 1931. 


Market Valuations 


ITH irregular but sidewise motion 

the market showed only a minor 
change for the week of January 27- 
February 3, according to Tue FINANCIAL 
Wokr.p Index on page 3, which records a 
drop of $120 millions. While flirting with 
the previous low levels reached in Decem- 
ber, the fact that prices remained above 
these levels did not prohibit the estab- 
lishment of a new low record for brokers’ 
loans and the ratio of loans to market 
values. The twenty-one weeks of consecu- 
tive decline in loans, which brought the 
total down to $512 millions, has reduced 
the ratio to stock values as of the first of 
February to a new low record of 1.90 
per cent. The average value of all listed 
shares is reduced to $20.15, and thus 
loans are the equivalent of only 39 cents 
borrowed on each and every share listed 
on the New York Stock Exchange. This 
is another low record and comprises the 
smallest rate of borrowings, bringing the 
market so close to a basis of outright 
ownership of securities that little further 
forced liquidation should be witnessed 
except in isolated cases of individual over- 
extension. The month of January saw 
stock values reduced about 2 per cent in 
total, or $570 millions. The first. three 
days of the new month brought small 
change in the loan ratio, which is. 1.85 


f 


per cent, and the dull trading reduced the | 


percentage of stocks turnover to 2.27 
per cent. 


This business. of 


FOREIGN 
LOANS 


Our Quarterly Bulletin, just 
issued, contains an informative dis- 
cussion of this timely subject. e It 
also includes other material of inter- 
est to the investor at this time. e The 
Bulletin will be sent free to any in- 
vestor, upon request. Ask for FW-12. 


A. G. Becker & Co. 


54 PINE STREET, NEW YORK 
100 S. LA SALLE STREET, CHICAGO 


Large or Small Orders | 


executed with the same co 
and careful attention. We havea 
special department for Odd Lots - 


Helpful booklet K9 on Trading 
Methods sent free on request 


(HisHoLM & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway | New York 


AVING systematically is one reason why 
so many people are financially success- 
ful. You, too, can “get the habit” of sav- 
ing regularly by subscribing to our monthly 
instalment shares. Write for descriptive 
literature and convince yourself. 
SERIAL 
195 Broadway-170 Fulton St.-162 West Broadway, N.Y.C. 


A 
RAIL 
EXPERT 


With years of active railroad experience 
will guide the way in present day oppor- 
tunities and investment success. ‘ 

Whatever rail security you are interested 
in—you want to know its comparative 
standing—its management strength and 
its possibilities to snap up with the ex- 
pected market change as judged bya 
recognized operating official. [ 

Our current letter will be mailed on 
request. When writing please state the 
particular railroads you are interested in. 


Railroad Analyses 


25 Broad Street, New York City” 


Dan N. Bacot, Engineer-editor 


Endorsed and used by leading financial institu- 
tions, investment trusts, insurance companies, etc. 


lim. : 
Ex, 
A New 
' 
Service 
sVERAL member firms of the New 
poly 
A. G. Becker & Co. 
INVESTMENT BULLETIN 
hn be Tho Buwnes of Foregn Loans 3 
this 
the 
but 
the 
ted 
= 
the 
ods | 
t is 
the 
ent 
go. | 
the 
and 
on 
and 
ere 
ons | 
ort 
| | 
ace 
the 
ere 
are 
ty: 
me 
or 
lue | 
ich 
eld 
to 
ck, 


CULLED FROM 


Sarajevo 


Over 
Again? 
Tus Far East has sprung up as a 
seething caldron of discontent and, under 
the spreading headlines which the news- 
papers devote to it, is arousing fears that it 
may develop into a war into which other 
nations might be drawn. The world still 
remembers how a bullet fired by a Serbian 
student killing the Austrian Archduke, 
Francis Ferdinand, set off the spark which 
ended with the World War, and is asking 
if the struggle between Japan and China 
might not spring a similar trap. If the 
difficulties could be confined to the two 
countries now involved, such a catastrophe 
could be avoided, but that is not always 
possible. Some overt act by an individual 
Japanese or Chinese against the other 
powers, although uninspired by his govern- 
ment, could be committed which could 
become a casus belli. . That is what is 
feared and that is why the countries hav-. 
ing financial interests or civilians in China 
are bending their efforts to effect a 
settlement. 

China, which has little to lose, may 
endeavor to precipitate such a danger. 
As for Japan, one could bardly imagine 
that she would encourage such a suicidal 
step, with the serious domestic troubles 
besetting her and with her dependence 
upon other nations. Yet, whatever is ber 
belief, it is not entirely within her power 
to check the fanatical spirit which an 
overt act could arouse among her people 
or the people of other nations. The 
world -is in no mood to have another 
Sarajevo, recalling the destruction of 
millions of human lives and billions of 
dollars in property and from whose finan- 
cial effects it is still suffering severely. 
But the spark is there and until it is 
snuffed out it will keep the entire world on 
nervous edge. 


All in 
Same 
Net 


Tus depression has been like a sweep- 
ing tornado, carrying everything away in 
its path. The little speculator who thinks 
he has been its special victim can console 
himself, for ‘‘ big’’ men have suffered even 
worse. One man who was heir to a sup- 
posed large fortune founded by his sire 
(rated at one time as among the richest 
men in America) had only $400,000 upon 
his death outside of a trust fund from 
which he derived only the income during 
his lifetime.. A big politician and friend of 
a recent Democratic Presidential candi- 
date finds himself a defendant in an 
action to recover his alleged share of a 
loss-of more than $1 million incurred in 
the operation of a Chrysler pool. Had the 
pool been successful no such suit would 
have been necessary. Apparently, he 
finds himself unable to meet the financial 
requirement involved by the loss. 
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EVERYWHERE 


More pathetic is the situation in which 


William Durant finds himself. During 
the height of the speculative boom when 
he was reputed to be one of the ten big 
guns at the head of the movement, he was 
estimated to be worth over half a billion 
dollars. Whether or not the figure is 
accurate, he was a very rich man and the 
writer recalls how, in Paris, several years 
ago, he was a noted and welcome visitor 
to American brokerage houses, through 
which he cabled daily orders running into 
thousands of shares. All this wealth has 
vanished, and Durant is harassed by 
financial difficulties. Several brokers 
have sued him for unpaid balances and 
only recently his Durant Motor Company 
was placed in receivership. Those are 
only a few instances of how the financial 
tornado has ripped into numerous large 
fortunes. It has spared no one. 


Sloan 

Steps 

Down 
Tus tongue of gossip attaches a mys- 
terious motive to the resignation of 
Matthew Scott Sloan as head of the New 
York Edison Company, which was so 
suddenly announced. It aims to convey 
by inference that the withdrawal re- 
sulted from some dissatisfaction on his 
part, or that he had crossed swords with 
interested banking powers. Sloan him- 
self has remained reticent regarding his 
reasons for his unexpected action, being 
content merely to say that he has other 
plans in mind which he is not yet prepared 
to reveal. In some quarters the belief is 
entertained that he is slated to succeed 
James A. Farrell as president of the 
United Steel Corporation, a belief prob- 
ably inspired by the fact that both com- 
panies are regarded as Morgan enter- 
prises. ‘Sloan is an able executive and a 
business getter endowed with the qualities 
of salesmanship so essential for such an 
important post. 

Whatever develops from his resignation, 
Sloan is not the type of a man who goes off 
half cocked. It will be found that his 
decision, though coming as a complete 
surprise to the financial community, was 
predicated on a well thought out purpose 
and planned well enough ahead. It may 
be discovered that he will head another 
powerful public utility group where he 
would have a wider outlet for his abilities. 
He is too valuable an asset to big industry 
for him to remain idle, especially in a 
period when aggressiveness. and keen 
judgment are so much in demand. It will 
not be long before curiosity about his 
future plans will be appeased. 


Little 
Acorn 
Again 
A CLEVER mail order scheme proved 
for William Wrigley, Jr., the little acorn 
out of which developed a tall and flourish- 


ing oak. Years ago in Chicago there 
small and struggling gum concern yp, 
much in need of business. At the timg; 
could have been bought for $5, 
Wrigley, a few years later, paid $250y 
for it. To stimulate its business, Wrigl, 
thought out a premium scheme, Riviny 
useful presents to those who would 
10 boxes of Zeno gum. The boxes we, 
sent before any remittance was receive 
the seller to receive the prizes upon receip; 
of the dollar. 

The success of the scheme drew Wrig. 
ley into the gum business as a ding, 
proposition and, with additional improv. 
ment in flavoring and in manufactur 
methods, he gradually outdistanced 4 
competitors. At the time Dr. Beemy 
was his most active rival. Howeve 
Wrigley’s full measure of success did : y 
come without a struggle or financial ha 4. 
caps. Always a large advertiser (for jy 
believed in the power of the printe 
word), he soon found his expenditures fy 
outrunning immediate receipts and at on 
time he owed the banks several million; 
of dollars. But the bankers were op. 
vinced that he was on the right track and 
extended his loans and, in addition, helped 
him with further capital to put his ventuy 
across the bar of success. Later 
Wrigley became a director of the bank 
which stood by him so staunchly, -A} 
though during his lifetime he was a gener 
ous giver, when he died he left a fortuneo 
over $22 millions. To that had his littk 
acorn grown. His enterprise will be 
ranked as one of the outstanding romaneg 
of business. 


Lifting 
a Brake 
Tun ‘recapture clause” of the Trans 
portation Act bids fair to go the way of 
all other unfair regulations which have 
been imposed upon the railroads since 
they came under the supervising orbs of 
the Interstate Commerce Commissioa. 
The clause covered excess earnings whith 
were to go to the Government and he 
impounded for the benefit of the weaker 
lines. In the years that this provision 
was in force only about $12 millions were 
collected and much of this was in dispute, 
the railroad contending that the Com- 
mission’s base of valuation was excessive 
and hence the Government was not 
entitled to the disputed earnings. — 
Several members of the Commission 
now recommend the annulment of that 
provision, having come to the conclusion 
that its operation is impossible. By 
dropping it there will be eliminated one 
of the main obstacles in the Transporta 
tion Act, which has not only proven 4 
nuisance to the railroads but which has 
involved them in a considerable and 
needless expense. In order to have this 
provision clarified the elder Senator la 


. Follette secured an appropriation of $10 


millions from Congress to defray the 
Government’s cost of valuing the railr 
properties in order to determine in each 
instance when the recapture clause would 
apply. In order to combat the Federal 
appraisers’ valuations the railroads were 
put to even greater expense in preparilg 
their own estimates of replacement worth. 
All these millions were uselessly expended, 
for the final figures were never accept 
and, in several cases, the U. S. Supreme 
Court held Uncle Sam’s valuation * 
illegal and confiscatory. It is about time 
that this brake was released: and the 
money now impounded returned to the 
roads from which it ‘was taken. 
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High 
Class 
Racket 


Dicarxe under the outer wrapper of 


stockholders’ suits, brought against cor- 


poration managements, another out- 
eropping of this era of discontent, there is 
revealed a high class racket which has 


developed. Many of such actions are 


prought by some small stockholder and 
very often one who has recently gone into 
the open market and purchased shares 
very cheaply. Often he is prompted to 
pring action by attorneys who feel they 

n ereate a certain ‘“‘nuisance value’’ 
and that by means of an ultimate com- 
promise they can exact a good fee. Under 
the ethics of the Bar Associations attor- 
neys can not create situations which 
rovide a basis for law suits. This prac- 
tise is called barratry. 

Yet, quite a number of such suits in the 

t year bore such earmarks. The 
expense involved is slight, for the attor- 
neys usually handle these cases on a 
contingent basis and use the complaining 
stockholder, usually their own mannikin, 
as a nucleus to develop an opposing 
minority stockholders’ committee. 

It is a high class racket smacking of 
holding up a corporation, in which repu- 
table lawyers do not indulge. Stock- 
holders should not be misled by such 
practises; they succeed in doing no good, 
but harass corporate managements who 
have more than their share of trouble and 
concern in overcoming the depression in 
their business. Before acting upon 
allegations of mismanagement, stock- 
holders should find out for themselves if 
such actions are justified, otherwise they 
simply encourage these unethical practises. 


Employees” 
Stock 
Offerings 


Ix coop times the theory of interest- 
ing employees in the stock of their own 
corporation is looked upon with great 
favor by both the managements and 
workers. But when conditions are 
reversed it brings its headaches: stock 
prices decline, earnings shrink, dividends 
must be cut or passed entirely, and 
necessitous economy brings downward 
adjustments in wages. To overcome such 
uncertainties in the future, several cor- 
porations plan to confine such employee 
stock offerings to preferential security 
issues. While such a change may fit in 
with the tenor of the times, in the long 
run it will not work out equally as well as 
it would with common stocks. 

By making the employees partners in 
the business, heads of corporations believe 
that they are not only made more efficient 
workers, having a greater interest in the 
welfare of the corporation, but that they 
tan be kept longer on the payrolls, since it 
8 human nature for the individual to 
stick to that in which he has a financial 
stake. To make such offerings attractive 
employees are usually given an oppor- 
tunity to buy stock on more favorable 
lms than the outsider. However, share- 
holders will chafe when they see earnings 
ad prices drop and dividends suspended, 
ad employees, being human, suffer from 
the same reactions, probably more so, for 
dten they suffer doubly in loss of in- 
‘ome and reduction in wages. : 

_ However, as it is an abnormal situation, 
twill in due time correct itself. While it 
lasts it will prove a thorn of discontent 
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and arouse considerable discussion as to 
whether this practise should be continued, 
but in the end it is bound toremain, since it 
provides the worker with the opportunity 
he has long craved—to earn more than 
his wages will allow. 


Another 
Curb 
Flops 


Dasers the good intentions prompt- 
ing the curtailment of sugar output under 
the Chadbourne Plan, the latter has failed 
to end overproduction and the unsatis- 
factory conditions in the industry. The 
price of sugar has continued to decline 
and several important producing coun- 
tries have not entirely complied with 
restriction quotas. 

Aside from the demonstrated economic 
principle that production can not be con- 
trolled by artificial brakes, another less 
known factor has operated to mitigate 
Chadbourne’s efforts to inject stability 
into the business; that is that the major- 
ity of producers of sugar are not in the 
strong financial condition that some of 
the other industries find themselves. 
Ever since the great war they have had 
to struggle against adverse influence, 
meeting with setbacks again and again, 
whereas other industries derived benefits 
from the intermediate recovery that set 
in and which carried trade to new high 
peaks. This plight reduced their financial 
resources to such an extent that they are 
compelled to accept what price the 
market yields in order to keep themselves 
going. It is this necessity of keeping 
going that makes the sugar industry 
difficult to adjust to a level of fair profits. 


All in 
Same 
Boat 


Nor until 1930, when railroad earnings 
began to slip, was much heard about motor 
transportation cutting deeply into their 
business and constituting a serious men- 
ace. But it was enlarged into a dark 
cloud for the want of some excuse for the 
rapidly shrinking revenues. The depres- 
sion finds that the bus and motor truck 
are very much in the same boat as the 
railroads. Out in California where the 
climate favors such operations, the losses 
in motor transport income are reported as 
paralleling those of the steam roads. 
This is somewhat confirmed by the an- 
nouncement of the appointment of re- 
eeivers for one of the important bus lines, 
the Pickwick Nitecoach Corporation, 
which found itself unable to meet interest 
charges and which claims assets of over 
$11 millions. 

To what extent earnings of motor trans- 
portation have fallen away is not obtain- 
able, since such enterprises are not legally 
compelled to report profits, as in the case 
of the railroads, but if the Pickwick 
insolvency affords any clue it can not 
be much less than the rails have sustained. 
As the bus lines are not as liberal in 
depreciation charge offs, a superficial 
examination of their operating statements 
would not tell the complete story of the 
extent of their sufferings from the depres- 
sion. Being in the same boat lays in the 
ice box the contention that they are a 
serious menace to the railroads. What 
they need is what the steam roads must 
have, and that is an increase in traffic to 
restore them both to profitable operations. 


For 37 Years 


EGARDLESS cf booms and depres- 
sions, Investors Syndicate has shown 
an uninterrupted and substantial 

growth each year for 37 years. 
In 1931 Total Resources made the 
greatest increase of any twelve-months 
period in the history of the institution. 
Capital, Surplus and Reserves also re- 
corded a substantial and proportionate 
increase. 


38th 
ANNUAL STATEMENT OF CONDITION 
December 31, 1931 
ASSETS 
Bonds and Securities.....-...... 4,156,841.33 
Loans on Certificates............ 094,410.38 
3,881.34 
Real Estate Contracts of Sale...... 1,222,328.72 
Accounts Receivable........... 591,017.04 
Furniture and Fixtures..........+ 72,175.36 
$46,646,218.55 
LIABILITIES 

Certificate Cash Surrender Values. .$32,983,024.75 
Contingent Liability Reserve..... 6,388 ,866.07 
Accrued Liabilities Not Due..... 277,941.89 
Other Current Liabilities......... 373,274.34 
M 10,433.07 
otal Liabilities............ 40,453,540.12 

Certificate 

Reserve. ...$4,690,578.08 


ital and 
lus.... 1,502,100.35 


Total Capital, Surplus and Reserve. 6,192,678.43 
$46,646,218.55 


CERTIFICATE 

We have audited the accounts pecans to the 
above statement of Assets and bilities of the 
Investors Syndicate as of December 31, 1931, as 
shown by its books and records. Our audit included 
the actual verification of evidence of the possession 
of allits assets, together with appraisals of proper- 
ties wherever such appraisals appeared necessary. 
We have also investigated the renewal experience 
of the Certificates and are of the opinion that the 
table of reserves adopted by the Syacieate. together 
with the future payments called for by the Certifi- 
cates and interest accretions at the present rate will 
cover the discharge of ail Certificates as they be- 


come due. 

WE HEREBY CERTIFY that, in our opinion; 
the above balance sheet correctly refle-ts the finan- 
cial condition of the Investors Syndicate as of- 
December 31, 1931. The Syndicate has complied 


with all of our requirements as auditors. 


S. H. and LEE J. WOLFE 
By (s) Lee J. Wolfe 
Consulting Actuaries, Auditors and Accountants 
New York City 


INVESTORS 
SYN DICATE 


FOUNDED - 1894 
MINNEAPOLIS 
BALTIMORE LOS ANGELES 


Offices in Assets Over 
51 Cities $46,000,000 
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WEEKLY RECORD OF EARNINGS 


. 1932 1 
32 WEEKS ENDED JANUARY 9: NetHarnings’ PerShare NetHarninee Per Share 


Loblaw Groceterias.....,..... $610,962 $643,423 
53 WEEKS ENDED JANUARY 2: 
12 MONTHS ENDED DECEMBER 31: 
Baldwin Com 633,353 nil 732,842 nil 
Bell Telephone of Pennsylvania........ 10,912,822 p54.56 10,501,810 p52.50 
Brillo Mamufacturing............-...¢ 279,123 1.40 182,710 0.78 
Cincinnati & Suburban Bell Tel....... 2,612,094 4.75 2,467,471 4.49 
Cluett Peabody....... fos ee 553,818 1.45 798,478 2.53 
Commercial Solvents................. 2,118,318 0.83 2,717,000 1.07 
Commonwealth & Southern............ 22,369,531 0.40 28,735,258 0.60 
2,122,000 5.04 2,372,535 5.86 
Consolidated Gas, Elec., Lt., & Pr. (Balt.) 7,197,484 5.21 7,262,617 5.42 
12,217,288 3.29 19,121,026 7.12 
134,653 p1.29 311,551 p2.98 
Detroit & Cleveland Navigation........ d250,262 nil 36,841 0. 
53,190,060 4.29 55,962,009 4.67 
Eastern Steamship Lines.............. f1,148,224 f1,653,729 
Eastern Utilities Associates............ 2,162,198 1,971,015 
Engineers Public Service.............. 6,440,955 2.15 6,972,810 2.62 
Wostoria Preased Steel................ 65,521 2.38 49,376 1.78 
General Fireproofing.................. 14,932 nil 752,517 2.30 
General Outdoor Advertising. ......... 1,834,034 nil 345,240 al.40 
General Railway Signal............... 1,210,253 3.33 2,432,350 7.07 
Harbison-Walker Refractories.......... 1,284,344 0.76 3,811,558 2.52 
d3.875,111 nil 2,531,346 3.38 
1,430,538 1.04 2,376,479 2.61 
Hollinger Consolidated Gold........... 13,686,490 $4,083,881 
Hudson & Manhattan................ 1,639,485 3.44 2,138,679 4.69 
International Safety Razor............ 342,028 1.95 454,877 c2.60 
d2,283,459 nil 9,093,287 8.64 
125,819 1.85 95,851 1.31 
Lunkenheimer Company.............. a761,842 nil 456,262 2.09 
d114,113 nil 41,377 0.41 
Minneapolis-Honeywell Regulator...... 680,524 2.99 961,954 5.06 
a8,712,023 nil 423,211 a2.06 
Mullins Manufacturing............... 100,094 p3.48 d331,713 ni 
13,953 p1.97 62,231 1.46 
New England Tel. & Tel.............. 11,675,225 8.76 11,432,022 8.58 
Ontario Manufacturing. ....2......... 67 405 0.81 10,642 p4.10 
Pennsylvania Coal & Coke............ d290,127 nil d15,783 nil 
Pennsylvania Water & Power.......... 2,056,141 4.78 1,957,797 4.55 
447,321 2.21 616,632 3.04 
d163,571 nil 438,318 p3.51 
Sears, Roebuck & Company........... 12,169,672 2.50 14,308,897 3.10 
997,361 4.94 986,845 5.06 
Sioux City Gas & Electric............. $1,238,090 11,213,355 eases 
Sun Oil. ..... 3,107,147 1.63 7,745,484 5.10 
Sweets Company of America........... 113,107 1.46 126,310 1.26 
Tampa Electric Power.............-.. 3,320,487 3,609,236 
d167,874 nil d99,158 nil 
112,584 0.77 d155,283 nil 
U.S. Steel BES 12,966,745 p3.60 104,421,571 9.11 
Westvaco Chiorine. ...........2.-.00- 665,006 1.79 720,145 2.51 
6 MONTHS ENDED DECEMBER 31: 
12 MONTHS ENDED NOVEMBER 30: 
Belding-Corticelli..... 73,913 1.78 121,164 8.08 
Hart, Schaffner & Marx............... d2,994,580 nil 504,142 3.36 
11 MONTHS ENDED NOVEMBER 30: 
Atlantic Gulf & West Indies........... 101,952 p0.94 773,550 0.72 
3 MONTHS ENDED NOVEMBER 30: 
Teck-Hughes Gold Mines............ ; 755,150 0.16 737,810 0.15 
Warner Bros. Pictures...............- d1,848,868 nil 1,576,421 0.39 
12 MONTHS ENDED OCTOBER 31: 
Cleveland Union Stock Yards.......... 101,095 1.31 121,567 1.57 
Deere & Company..... 406,554 p0.26 8,199,112 6.06 
West Virginia “er 908,363 p5.66 3,350,240 2.51 


a On Class A Shares. b On Class B Shares. c On Class A and B Combined. dOn 
Deficit. p On Preferred. t Before Depreciation. f Before Federal Taxes. 


== 
BULLS AND BEARS 


continued From page 43 


Gold Dust 4 
At least one of the ‘‘gold” stocks is fing. 
ing it hard to develop pay dirt, as Golq 
Dust has found in chasing dirt rather than 
digging it. Though it will be anothy 
month before the annual report is aval. 
able, it is expected that earnings will ryp 
somewhat below $2 a share for 1931, with 
the present dividend unearned. Heavy 
inventory write-offs account for a good 
part of this decline in having writtep 
down raw and finished products on hand 
about 33 per cent the same as was done 
a year ago. A dividend of $1.50 appears 
a likely prospect until earnings improve, 
which the stock attempts to forecast by 
going down to a price representing a 10 
per cent yield on this lower rate. 


Hamilton Watch 4 


Somebody called ‘‘time out” and when 
the directors of Hamilton Watch came 
out of their huddle their next play was to 
omit the dividend on the preferred stock, 
A luxury product in these times has 
proved to be a losing game which, despite 
a stubborn fight to maintain dividends, 
has proved futile. 


Kreuger & Toll 4 |= 


Market attention and general interest 
was for a time centered around Kreuger 
& Toll during the week. The gyrations in 
the stock of late have been confusing and 
operations of foreign bear pools were 
blamed. Our native bears were not far 
from the feeding ground, for the specialist 
in the stock was ousted from the Exchange 
for buying stock for his own account 
while he had unexecuted orders on his 
books for others at the same price. The 
company officials have estimated 1931 
net at $23.5 million, which after interest 
charges would be equal to about $2.19 a 
share on the American certificates. In 
the previous year $3.04 a share was 
earned. Purchase of the Boliden gold 
mine in Sweden has been reported, and 
this is reputed to be one of the largest 
and richest single deposits in the world. 


Minneapolis-Honeywell 4 “C+” 
With less difficulty in maintaining sales 
than net earnings, Minneapolis-Honey- 
well Regulator reported net sales volume 
of $5.4 millions in 1931 against $5.2 
millions in 1930. Net profits of $680,524 
for the year were 12.5 per cent of sales 
and compared with $961,954, or an 18 per 
cent recovery in 1930. In 1931 deductions 
were made for the new preferred stock; 
leaving $2.90 a share on the common 
instead of the $5.06 earned on the shares 
in the year previous. The stock has had 
a narrow market for some time with 4 
wide spread between bid and asked prices. 


Monsanto Chemical 4 “B+” 


The early bird catches the turn, and Mon- 
santo lost no time in adjusting itself to 
the changed conditions; as a result of 
economies in operations and _ plant, col- 
solidations, the company is expected to 
report earnings for 1931 nearly double 
those of 1930, or $3 against $1.73 a share. 
Part of this improvement is explained by 
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1930 charge-offs which were of a non- 
recurring nature, and by more profitable 
gperations of the English division despite 
the monetary changes. 


National Steel 4 +4." 


The only company in the industry to earn 
an uncut dividend, National Steel’s net 
profits last year amounted to $2.06 per 
share of common stock. The December 
quarter returned 31 cents a share as 
ggainst 49 cents in the same period a 
ear ago, and consequently the dividend 
requirements for the three months were 
not fully covered. Present indications are 
that the first quarter of 1932 will make a 
gmewhat better showing than the pre- 
ceding three months and future dividend 
policy will doubtless be governed by 
pusiness conditions. 


Paramount 4 — 


It looks as if Paramount will soon be 
“signing off’’ its interest in the Columbia 
Broadcasting System. When the com- 
pany acquired its stake in Columbia in’ 
1929 it issued stock to the broadcasting 
officials that carried the same regrettable 
repurchase agreements as other purchases 
at that same time. On March 1 this 
agreement matures. Paramount stock is 
off considerably in price. The broadeast- 
ing interest has increased in value. The 
amount involved is $4.1 millions. By 
wlling the enhanced equity the obligation 
ean be satisfied with a little left over, 
which would be much more constructive 
than adding to already burdensome bank 
loans of $10 millions. So do we all sell 
the things that go up to keep those that 
have gone down. 


Sears, Roebuck 4 —_ 


Amarked contrast was shown in the earn- 
ings reports of the largest and next largest 
mail order-chain store organizations. 
Sears, Roebuck was able to show $2.50 a 
share earned with a net of $12.2 millions 
against $3.01 and $14.3 millions in the 
preeding year. Dollar sales declined 11 
pr cent although prices were reduced 
15 per cent. Mail order sales were ex- 
ceeded by sales by retail units for the first 
time in the company’s history. Mont- 
gomery Ward reported a consolidated net 
loss of $6 millions for the final quarter of 
1981, bringing the total loss for the year 
to $8.7 millions, and which is largely 
aeounted for in an inventory write-down 
of $5.3 millions. President Wood of 
Sars, Roebuck predicted no revival in 


the mail order business until commodity | 


priees advance, particularly those for 
farm products. 


United Gas Improvement 4 “A” 


Awake to the possibilities in natural 
gas, U. G. I. has engaged Ford, Bacon & 
Davis, engineers, to make a survey of its 
ystem to determine how natural gas 
piped from Texas or other mid-continent 
Wints could best be utilized in its terri- 
ry. The management factor has gone 
fr in establishing U. G. I. in the inves- 
ors’ confidence and they look to the 
ultimate constructive | utilization of 
latural gas as they do to recurring 
lvorable earnings. For 1931, U. G. I. 
eported net of $1.33 against $1.30 a 
share in 1930. 


Vulean Detinning 4 
Unfavorable conditions for the can 


Manufacturers in 1931 and uncertain 
Mospects for improvement this year 
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prompted Vulean Detinning to cut the $1 
quarterly dividend in half. at the last 
meeting. Impaired credit is given as the 
principal reason for the difficulties in 
curtailing the fruit and vegetable packs. 
The collapse of ‘‘futures” buying in the 
canned goods market has eliminated one 
of the strongest credit sources of the 
industry. In recent years, in seeking 
credit accommodations the canners could 
show bookings of “futures” as high as 
75 per cent of the contemplated pack, but 
hand to mouth buying has changed all 
this. Tin plate production in January of 
two million base boxes was one third less 
than the volume of the same month last 
year and less than half that of 1929. 


U. S. Rubber 4 “C” 


The costly experiment of U. S. Rubber 
in going in extensively for its own rubber 
plantations appears to carry little weight 
with the Soviet, for they have developed 
a new source of rubber from a plant called 
the towsagis that yields 40 per cent 
latex giving 95 per cent pure rubber. 
Russia now plans to plant 250,000 acres 
by fall of next year and erect a plant 
with a daily output of 60 tons. They 
may be stretching it a bit but it sure looks 
like gumming up the works for U. S. 
Rubber with this new competition from 
towsagis, goldenrod and what not with a 
present oversupply of rubber if prices are 
any dependable indication. 


U. S. Steel 4 “B” 


Considering that at a rate of 36 per cent of 
capacity operations, Steel cannot earn its 
preferred dividend, there is small wonder 
in the suggestion given that unless busi- 
ness improves there will be no more 
dividends paid on the common stock. An 
increase in operations to 36 per cent is 
about all that is looked for over the next 
several months and this would be con- 
sidered as doing well by many observers. 
Having depleted resources to the extent 
of $48 millions by paying dividends last 
year with no earnings on the common, 
further aid to the stockholder could 
hardly be expected although it is sorely 
needed for the span from the high price 
of last year to current levels has cost the 
share owners over a billion dollars in 
reduced market values. 
offered to employees at $40 a share which 
contrasts with a similar offer last year 


at $140. 


Warner Brothers 4 


The patient stockholder was just about 
becoming acquainted with the consider- 
ate manner of passing dividends with the 
announcement that ‘‘action has been 
deferred’? when Warner Brotbers threw 
him into a state of uncertainty again by 
declaring the regular rate of payment on 
the preferred stock, which was “de- 
ferred”? at the meeting on January 20. 
It is hoped that this action is not based 
on the possibility of assistance from the 
Reconstruction Board fora deficit of $1.8 
million reported for 1931. 


Westinghouse 4 
The most surprising payment of dividends 
by Westinghouse directors at the last 
meeting may have been explained by the 
good prospect of receiving a large con- 
tract from Radio City for elevator equip- 


ment, and which actually was received by | 


the company in the past week. The con- 
tract calls for the installation of seventy- 
four high speed elevators. _ _ . 


Stock is being. 


STOCK NOW 
—for exceptional profit 


WE have discovered a low-priced stock which we 
confidently expect will advance far more per- 
centagewise than most of the securities listed on 
the New York Stock Exchange. 

This is not a dangerously speculative issue even 
though it sells for only $10 a share. On the con- 
trary, the company is one of the most progressive 
and best-managed units in a foremost industry. In 
addition, it earned and paid a good dividend last 
year and is in an excellent position to show good 
earnings during 1932 on a moderate volume of 
business. Moreover, if this stock is bought out- 
right—not on a margin—and held only until the 
high of 1931 is reached, it will bring you a profit 
of approximately 200%.. When the high of 1930 
is touched—and we expect that it will be reached—. 
your profit will be 400%. : 

The name of this low-priced issue will be sent to 
free upon request. [Also an interesting little 

ik, ‘‘ Making Money in Stocks.”” No charge—no 
obligation. Simply address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 319, Chimes Bldg., Syracuse, New York 


UTILITY 
SECURITIES 


COMPANY 
230 So. La Salle St., CHICAGO 


Detroit Tulsa San Francisco 
Kansas City Cleveland Los Angeles” 


Indianapolis Minneapolis’ St. Louis 
Milwaukee Louisville Des Moines 
Utility Securities Corporation 
New York Boston Washington 


Philadelphia Richmond Hartford 
Rochester Pittsburgh 


UNITED FOUNDERS | 
CORPORATION | 


in Auburn? 


Send for FREE Bulletin FWF-6 
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OUR HOUSE IN ORDER 


continued 


from page 5 


compared and the more favorable 1922 
showing finds natural reflection in those 
companies that promptly adjusted them- 
selves to the new order of things. The 
last two columns establish the percent- 
age of net earnings it was possible to save 
from the gross business of the two years, 
and which are variable to a large extent 
as influenced by heavy inventory adjust- 
ments in a period of falling commodity 
prices. 

An outstanding case can be found in 
Firestone Tire, which in 1921 took an 
inventory loss of $18 millions. Similar 
conditions repeated in the current period 
find substantiation of the same results in 
the improved earnings reported recently 
by this company. Procter & Gamble can 
be singled out as another representative 
ease, for despite a drop of $15 millions in 


gross in 1922 it was possible to restore 
earnings of over $7 millions as compared 
to a loss of over $14 millions in 1921. 
During the past week it was reported 
that this same company had instituted 
wage and salary reductions which should 
amount to a saving of $1.5 million in 
1932 and which should be augmented by 
the economies represented in the purchase 
of raw materials. In order to make this 
list representative of the companies 
behind our better known securities, a 
few have been injected that reported 
only net earnings and on which no com- 
parative showing is possible because of 
failure to report gross business. The 
improved net showing is testimony in 
itself to the better operating conditions. 

Taken as a whole, our large corpora- 
tions for which records are available, 
showed a gain of $4 billion in net out of an 
increase of $7 billion in gross in 1922, a 
recovery of 57 per cent of the gain in 
gross. As shown in the accompanying 
table the rate of improvement in net earn- 
ings is almost unbelievable especially 


so where it assumed the Prope, 
tions of 3,000 per cent shown for Mag 


Truck. This extreme is possible ogif 


where earnings have temporarily bee 
reduced to nothing or next to it, By 
sentiment will not be hurt when repop, 
begin to flow from our corporations shoy. 
ing increases of one, two and five hundny 
per cent in net earnings. This is food fy 
advancing market prices. It isa develop. 
ment to which we can most certainly 
look forward and it is one worth being 
prepared for. 


Was 1921 Different? 


But 1921 conditions were differen) 
from those at present, is the claim of th 
calamity howler. Of course, they wer. 
So were 1907, 1903, 1896, 1893, for thatis 
a way which depressions have aboy 
them—every one is different. If the 
were not, it would be easy to recognix 
their coming and avoid them. We cy 
be just as sure that more will come. Oy 
immediate concern is what is comin 


THE 1921-1922 RECONSTRUCTION OF EARNINGS 


(000 omitted) 
A B 
Sales or Gross Revenues Net Earnings 
Company 1922 1921 1922 1921 
Ee re B $7,021 $ 5,339 $1,086 $711 
B 17,280 13,094 15,115 7,647 
American Locomotive............... B 29,122 35,711 1,186 5,170 
A 143,901 155,964 18,833 18,255 
A 16,724 14,495 2,213 902 
Baldwin Locomotive................ A 33,087 49,946 1,094 6,513 
Peckims. . .. A 14,604 11,609 1,937 726 
A 27,191 22,383 1,290 d758 
Golorado Fuel & Iron ............... B 29,533 27,486 3,361 1,773 
B 160,164 173,695 1,231 d1,570 
A 61,187 60,480 4,433 2,847 
Electric Storage Battery............. B 11,967 10,016 7,571 5,602 
A 63,659 58,892 9,717 7,839 
A 64,507 66,373 7,348 949a 
B 8,775 7,725 2,732 2,114 
nn, B 200,194 221,008 26,231 21,652 
A 442,981T 203,591 51,807 d38,679 
B 30,624 26,401 2,263 679 
Kroger Grocery & Baking............ B 11,187 8,503 2,061 1,345 
A 31,070 24,849 3,952 127 
Ware... .... A 84,739 68,523 4,563 d9,887 
B105,655 120,020 7,340 d14,510 
B 69,153 60,722 4,982 516 
B= 328,287 451,805 2,452 27,930 
Swift &Co......... A 650,000 800,000 13,049 d7,812 
B130,997 102,605 26,589 9,286 
B 9,075 5,882 3,853 1,949 
B 10,258 12,242 789 857 
A 1,092,698 986,750 39,653 36,617 
Westinghouse Electric............... B 99,722 150,980 6,260 12,206 
B_167,319 147,655 18,324 13,793 
Dy A 59,314 39,278 3,707 d167 


+Cars sold. Assumed av. price $1,000. 


*Deficit to profit—see comparative net earnings. d Deficit. 


Change Net from 
Sales or Change Gros 
Gross in Net 1922 1921 
+ 32% + 53% 15% 139, 
+ 32 + 98 87 58 
- 16 + 5 12 10 
+ 160 
— 10 7 15 15 
— 18 - 77 4 4 
+ 89 
- 8 + 3 13 12 
+ 16 + 144 13 b 
— 34 -— 80 3 13 
- 3 + 22 4 3 
+ 27 + 167 13 6 
- 8 + 77 6 3 
+ 21 * 5 0 
- 8 +1000 12 1 
— 26 + 167 30 8 
+ 8 + 90 11 6 
* 8 
+ 1 + 60 7 5 
+ 30 + 78 19 13 
+ 20 + 34 63 56 
+ 9 + 24 15 13 
+ 675 11 1 
+ 13 + 29 31 n 
— 10 + 21 13 10 
+118 * 12 0 
ae * 8 0 
+ 26 + 183 22 7 
+ 16 + 176 12 5 
+ 7 + 73 18 il 
+ 16 + 234 7 2 
+17 + 94 10 6 
+ 6 + 145 10 4 
+ 13 + 53 17 16 
+ 25 +3000 13 0 
+ 24 * 5 ° 
+100 + 239 19 il 
+ 5 + 168 7 3 
-— 12 * 7 ¢ 
+ 14 + 868 7 1 
* 7 
+ 37 + 68 13 il 
* 2 0 
+ 28 + 186 20 9 
+ 55 + 100 43 33 
8 1 
+ 10 + 8 4 4 
94 §0 6 8 
+ 14 + 33 il 4 
t10 months. a After $18 million inventory 10% 
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petween this one and the next and to 
yisualize the opportunities the interval 
will offer. In 1922 an almost complete 
of earning power was credited 
to the majority of companies in the 
following industries in one year agricul- 
ture, soft drinks, chemicals, tobacco, 
textiles, rubber, food, transportation, 
jeather and public utilities. Most other 
ups followed in the succession of years 
with the rear guard brought up by the 
coppers, Which were then burdened with 
about the same problem as today; large 
stocks of copper on hand and an unsettled 
price structure. Studying the current 
sition of many of those industries 
establishes the changed conditions govern- 
ing future prospects. The keenest dis- 
crimination will be required in the selec- 
tion of securities in order to gain the 
greatest benefits from funds invested as a 
careful reading of the summaries and 
analyses in these columns suggests. 

The comparative showing of earnings 
with better years preceding has gone 
about far enough in destroying intrinsic 
values. The necessary adjustments to 
present conditions are in most cases 
already made. Speculation is not intelli- 
gent if based on the known factors of the 
past. It is not what this or that com- 
pany earned in 1931 against 1930 that 
counts now. How much more profits 
are going to be extracted from present 
gross business? That will be the.determ- 
ining factor in valuing securities, for only 
on this basis can the added improvement 
with increased volume be visualized. 
This is already in evidence among many 
companies which in the last quarter of 
1931 had earnings that wiped out deficits 
of the earlier months. Others will not 
show these favorable changes until later 
reports are issued. We can afford to look 
back for precedents but for speculation 
we must look ahead. A fertile field is 
now furnished to most business endeavor 
because of depleted inventories resulting 
from the lapse of buying in the past few 
years. Our house has been put in order 
to take advantage of these new oppor- 
tunities. We struggle with ourselves; the 
mirage that appears before us of utter 
hopelessness. When are we going to change 
ourgloomy state of mind and proceed along 
the road leading to Prosperity over which 
we are ultimately destined to travel? 
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Recalling the War Brides 
of 1915 


HE increasing acuteness of inter- 


national relations in China with the 
threatened outbreak of real war between 
China and Japan has focused speculative 
attention in some Wall Street circles upon 
the so-called war bride stocks. In this 
group are included the steels, some of the 
coppers and aircraft issues, and such 
themicals as du Pont and Atlas Powder. 
The remarkable performance of some of 
these stocks and the huge profits of the 
tompanies from orders for war materials 
i the period of 1915 to 1917 have been 
brought to mind, without the intention, 
however, of forecasting any such develop- 
ments from the present situation. 

From 1915 to 1917 some of the market 
dvances were indeed of startling pro- 
Portions, as for example, Bethlehem Steel 
from 46 to 700, and General Motors from 
2 t 850. From 1914 to 1915 U. S. 
Steel went from 48 to 89, Crucible from 
$to 110, and Studebaker from 36 to 195. 


FEBRUARY 10, 1932 


The rally in the market which de- 
veloped in the early part of last week was 
participated in, and perhaps even led, by 
many of the war bride stocks, but it is 
hard to conceive of any runaway market 
on the basis of a Sino-Japanese conflict. 
The fact is that the credit resources of 
these two countries are not adequate to 
permit extensive purchases abroad of war 
materials, such as transpired after the 
outbreak of the World War. It is, how- 
ever, quite within the bounds of possibil- 
ity that some of these companies might 
find their 1932 business and profits 
somewhat augmented by purchases which 
might grow out of the extension and 
prolongation of conflict in China. 


BONDS “’CLOSE TO RAILS” 


continued from page 6 


Which Stocks Will 


the next 
bull move? 


{| Think of this, and not wait a year or two, 
but accumulate the right stocks at the 
right time. Among stocks, many will lag 

tt some will develop marked strength 
and lead the next bull market. Which will 
these be— 


U. S. Steel? General Motors? 
Vanadium? Studebaker? 
Balt. & Ohio? Am. Radiator?. 
Am. Can? Mont. Ward? 
Int. Tel. & Tel.? Du Pont? 


4] We are just issuing Special Report cover- 
ing these stocks, critically, rating certain 
issues poor, to avoid, but one we select as 
best of all. Sample copy sent free, to ac- 
quaint you with our Service. Simply ask for 


** Special Stock Report’’ 


AMERICAN SECURITIES SERVICE 
106 Norton-Lilly Bldg. 


New York 


During the past two years, however, they 
have declined much more sharply than 
the bonds ‘‘close to the rails,’’ and very 
wide spreads now exist between the 
yields on the senior and the junior issues 
of most roads. This is because investors, 
in times of financial stress, want only 
bonds which are in a sufficiently strong 
mortgage position to come through a re- 
organization unscathed. The spreads are 
especially wide in the case of the weaker 
roads where, conceivably, there is some 
danger of receivership (in the absence of aid 
from the emergency credit corporations) ; 
it is naturally narrower for the bonds 
of roads enjoying a very strong financial 
position. However, the varying degrees of 
safety are emphasized even in the market 
for the bonds of the strongest railroads in 
times of severe business depression. 

An extreme case is to be found in the 
market action the senior and junior bonds 
of the Wabash, now in receivership. In 
January, 1931, the first mortgage 5s, 
1939, sold at 105, the high for the year. 
In the same month, the 5144 per cent 
Series A refunding and general mortgage 
bonds, a junior issue, sold as high as 102%, 
and the Series B, 5 per cent bonds, issued 
under the same junior mortgage, sold at a 
high of 9644. However, the spread be- 
tween the first mortgage bonds and the 
refunding and general mortgage bonds 
widened from month to month, and by 
August, 1931, had increased to over 50 
points. Now, with the road in receiver- 
ship, the first 5s are quoted around 75, 
while the junior bonds are selling between 
10 and 20. Interest payments have been 
suspended on the junior bonds, but will 
be continued on the first 5s. 

The titles of some of the bonds in the 
tabulation accompanying this article may 
cause some perplexity, since some of the 
descriptions such as “general mortgage” 
would seem to indicate a junior rather 
than a senior lien. The reasons for such 
seeming paradoxes are to be found in the 
financial histories of the individual com- 
panies. In some cases the senior mort- 
gages which once ranked ahead of the 
consolidated mortgage or general mort- 
gage bonds have long since been retired, 
leaving what were once junior bonds in 
the senior position. In many instances, 
reorganizations have changed the finan- 
cial set-up. As a matter of fact, bond 
titles are frequently misleading, and 
should never be accepted at face value 
without an investigation into the actual 
nature of the security. A ‘‘general 


LUCKIES are always 
kind to your throat 


“It’s toasted” 


Your Throat Protection—against irritation 


—against cough 


THE FINANCIAL WorLD 


BINDER 


Money back if not satisfied 


THE FINANCIAL WORLD 
53 Park Place 


Wor Lp will give to its friends 
during the next three months? The 
conditions for qualifying for one of 
these $25 checks are quite simple. 


You probably can qualify in ‘a single 
week by explaining to some of your 
friends our unusual offer to new year- 
ly subscribers for Tur 
Wor tp. 


Before you forget it, write us today 
for details of our $25 offer to readers 
of Tur Wortp who wi 
do a little work for us. 


H. L. VONDERLIETH 


Circulation Manager 
53 Park Place New York 


27 


é 

7 
on| 
bee 
By 
Port 
hoy a 

id 
d fo 
elop 

| 

| 

Ten} 

ve 

the 

Z \ 
Nine \ \ 
S 

¢ 

139 

15 
1 We supply these binders without profit as an accommoda- Bee 
4 tion to readers who wish to preserve copies of THE eg 
FINANCIAL WORLD in a convenient and permanent form. Rage 
: Price prepaid is $2.00 to any part of the United States Biec 22 
12 east of the Rocky Mountains. 25c extra postage should oe 
, be added for points west ofthe Rocky Mountains. Orders AS he 
for Canada also require 25¢ extra postage. Foreign ee 

13 postage is 50c extra. 
3 
6 

6 
0 $ 

For You 

Would you like to receive one of the tae 

many $25 checks which Tue Finan- Pad, 


Dividends Declared 


Congoleum 


25¢ 
Consol. Sand. & Gr., pf...... $1.75 
blishing 


Company Rate 
$1.50 
Am. Rad. & Std. Sani......... 1 

$1.25 

Artl $1 
Badger P. Mills, 6% pf....... 75¢ 
Bourjois, Inc., $2.75 pf...... 6834c 
Blue Crp. Lad, 614%... 

ey 
Buckeye Steel Cast............ 50c 

Do 6%% pr. pf......... $1.62% 

Do 6% pf $1.50 
Byers (A. M.) Co., pf....... $1.75 
Burroughs Ad. Mach.......... 20c 
Canada Bread, B............. 50c 
Canada (W. & C.) pf $1.62 
Calif. Ice & 

4334c 
Chester Water Service, 

$1.37% 
Clear Spring Water Serv., 

$1.50 
Cleveland Quarries............ 25c 
Collins & Aik., pf........... 134% 
Comwilth Insur................ 


Curtis Publishing.............. 50c 
$1.75 
ware & Hud............ 25 
Early & Daniel Co............ 50c 
Follansbee Bros., pf.......... $1.50 
Franklin Mutual Fd............ $1 
& Reineman Pack pf. .$1.75 
87144 
Glens Falls Ins. Co........... 40c 
Globe & Rutgers Fire Ins . $5 
RS $1.50 
$1.75 
Grand Union, pf.............. 75¢ 
$1.05 
Horn & Hardart of 
$1.75 
Int. Safety Razor, A.......... 60c 
Interstate Hosiery............. 
18¢ 
25c 
Leh. Pow. Sec., $6 pf........ $1.50 
75¢ 
Lehigh Coal & Nav........... 25c 
Lob Groceterias, A............ 
Louisv. G. & EL, A......... 4334 
4334c 
Mercantile Stores.............. 25c 
$1.75 
Mich. G. & EL., $6 pf....... $1.50 
$1.58 
Do 7% pr. lien..... $1.75 
Munsingwear, Inc............. 35c 
Nat. Baking Co., pf......... $1.75 
$2.50 
12%c 
$1.50 
Omnibus $2 
Parker (S. C.) & Co., A .10¢ 
Penn cere $4 
Perfection Stove............. 


Fee: 


Jan. 


— 


w 


15 
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mortgage’’ bond is often actually a first 
mortgage; a ‘“‘prior lien” bond is some- 
times no more than a junior issue. 

As most of the large railroad systems of 
today were built up gradually through a 
series of consolidations, there are few 
examples of a first mortgage covering 
the entire main line. Sometimes the 
main line is covered by a dozen or more 
different divisional mortgages, represent- 
ing the first mortgages of the constituent 
railway companies. The New York 
Central and the Pennsylvania Railroad 
bonds included in the accompanying list 
of senior issues are good examples of such 
mortgages. If the present plans for large 
scale consolidation of railroads are ful- 
filled, a number of first mortgages of in- 
dependent roads will become divisional 
mortgages of large systems. 
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concluded from page 8 


frozen credits, thereby increasing the 
amount of active bank credit. These 
governmental measures together with 
the outspoken policy of the Federal Re- 
serve System for the maintainence of 
low money rates, is equivalent to an 
invitation to the member banks to avail 
themselves of these credit facilities. But 
whether a credit inflation will be created 
by these measures is another problem. 
It depends entirely upon the banks’ 
willingness to avail themselves of the 
opportunities offered; they cannot be 
forced to extend credit through increased 
loans and investments. 

Before the liquidity mania has dis- 
appeared and confidence in the future 
restored, banks will not lend, money re- 
mains idle, and no credit inflation can 
possibly take place. As a matter of fact 
there are available at the present time 
over $8 billions of eligible assets for dis- 
count at the Federal Reserve Banks, 
but only slightly over $800 millions are 
used for that purpose. On the basis of 
current gold reserves, Federal Reserve 
Credit of $3.5 billions could be theoreti- 
eally extended to member banks, which 
mathematically could form the base 
for an increase in bank credit of $35 
billions. Consequently there is no need 
to enlarge discount facilities through 
legislative changes of the Federal Re- 
serve Act. 

The potential purchasing power as 
evidenced by the amount of currency in 
circulation and bank credits together 
with the facilities for credit expansion 
offered by our banking system, is ample 
enough to stop prevailing deflationary 
tendencies. The only trouble is that a 
substantial part of this purchasing 
power, as represented by hoarded cur- 
rency and frozen credits, is inactive, due 
to a paralysis of confidence and ensuing 
business stagnation. The problem of 
the day is to bring back hoarded notes into 
active employment, mobilize the frozen 
credits and increase the velocity of these 
media of exchange; and not artificial 
currency and credit inflation. 

To obtain this goal confidence is 
needed more than anything else, con- 
fidence in our monetary system, con- 
fidence in.our government, and last but 
not least, confidence in the future of 
the United States. If the governmental 
relief measures succeed in changing the 
too pessimistic. state of mind of our 


people, the resulting stimulation of busi. 
ness from increased expenditures 
have a more decisive (and fundamental 
effect upon the general price structuy 
than any artificial inflationary measure, 

To resort to inflationary policies whieh 
depreciate the value of currency now oy}. 
standing, a method which has beg 
strongly advocated by some groups, 
would fully destroy confidence. Befon, 
long, such a policy would result in com. 
modity hoarding in place of curreney 
hoarding, as fiat money quickly reach 
a state where nobody wants to keep jt 
as he stands to lose from the progressiy, 
depreciation of the currency. Let the 
apostles of the inflation gospel be awar 
of the disastrous effects of such policig 
on European currency systems during 
and after the war, and then answer th 
question whether the United Stata 
should willingly and intentionally ris, 
the stability of the dollar, one of th 
main pillars of support. of the economi 
system. 


PUBLIC SERVICE OF N, J, 
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year 1931 were equal to about $4 pe 
share of common as compared with $3.% 
and $3.99 in 1930 and 1929, respectively, 
Dividends on this issue are paid at the 
annual rate of $3.40 per share, having 
been increased from $2.60 in March, 
1930. 

The most recent balance sheet of 
Publie Service, dated December 31, 1930, 
showed a satisfactory financial condition 
with toal current assets of $41 millions, of 
which amount $22.2 millions represented 
cash or equivalent, against total current 
liabilities of $13.8 millions and a net 
working capital of $27.2 millions. The 
company had no bank loans at the be 
ginning of last year, and had no important 
maturities during the year just close 
nor do any funded obligations fall due 
during the present year. Financing in 
1931 consisted of an offering of rights 
to all stockholders for the purchase of 
$5 preferred stock in January, the sale 
by bankers of 150,000 shares of the same 
issue in May, which represented the u- 
subseribed balance of the January offer 
ing, and sale of an additional 50,00 
shares of this issue to customers and the 
public under its customer ownership 
campaign in October, 1931. New funds 
resulting from financial operations during 
the year, should have liberally provided 
for major expenditures during the yeat, 
and it is likely that the working capital 
position of the company at the present 
time compares favorably with that er 
joyed at the end of 1930. 

Public Service of N. J. occupies 4 
highly satisfactory position in the utility 
industry at present, despite recent évr 
dences of reduced earning power. 
increasing its demand base among COll- 
mercial and domestic consumers it has 
placed itself in a position quickly to 4 
tain a new earnings peak with a return t 
more normal industrial conditions. BY 
pursuing a conservative financial policy 
during the past several years, it is omé 
of the few utility enterprises which, 
the present period, is permitted an ind 
pendent fiseal policy. At approximately 
13 times 1931 earnings, the commodo? 
stock affords a return on investment of 
6.5 per cent. 
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oe United Stores, pf...............$1 Mar. 15 Feb. 25 

Se Vulcan Detinning.............50c Apr. 20 Apr. 7 old 

Warner Br. Pic., pf.........96%4c 1- Feb. 14 

ts Wes. Oil & Snowdr. pf..........$1 1 Feb. 15 had 

St Westvaco Chior. Prd..........40¢ 1 Feb. 15 the 

wre 
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Investment 
Trust Topics 


Receivership 
Suit 


A petition for the appointment of re- 
givers for American Equities Company 
has been filed in the U.S. District Court at 
Wilmington by a holder of 1,500 shares 
of the company’s capital stock. A similar 
bill was recently filed in Chancery Court 
in Delaware to which the company 
answered denying mismanagement, in- 
glvency and allegation that it had lent 
spproximately $1.5 millions to its officers 
and directors. 


Reduction of 
Stated Capital 

American Investors has reduced stated 
wpital from $14.1 millions to $6.1 millions 
by entering the preferred stock at $50 per 
share (which is the liquidation prefer- 
eee), and the capital represented by the 
dass B common stock at $5 per share. 
Simultaneously the authorized but un- 
isued class A common stock was can- 
celled and the class B common stock will 
hereafter be referred to as common stock. 
Out of the capital surplus resulting from 
this reduction a depreciation reserve of $7 
nillions was set aside which is approxi- 
mately equivalent to the depreciation of 
the company’s securities as of May 31, 
1931. Net asset value of the preferred 
sock as of December 31, 1931, was over 
3% times the liquidating value of $50 
pr share, leaving $3.35 as net asset 
valuation for the common. However, the 
market value of the securities held on 
December 31, 1931, amounted to only 
$.9 millions as against net book value of 
$6.6 millions. 


Sharp Decline in 

Net Asset Value 

After giving effect to the retirement of 
$4.8 million par value of preference stock 
the net asset value of Blue Ridge Cor- 
pration as of December 31, 1931, 
amounted to 84 cents per share of com- 
mon as compared with $5.17 at the end 
of the preceding year. Securities costing 
$105 millions had a book value of $44.8 
nillions at the end of last year, consider- 
ing the special reserve set aside against 
depreciation. Net market value at the 
same date was $40.6 millions. A year 
go investments costing $121.9 millions 
lgs reserves had a market value of $82.5 
nillions. 


Holders 
Exchange Shares 
The sponsors of Corporate Trust 
Shares announced that over 50 per cent 
f the holders of the old series of this 
tust have, up to January 28, exchanged 
their shares for those of the two new series. 
exchanges which are made on a 
Meferential basis are continuing and the 
ief has been expressed that finally 
wer 90 per cent of the old holders would 
wail themselves of this offer. Thus the 
dd trust which was originally issued 
inder a trust agreement for 25 years 
only a short life and the holders of 
New series may have to count on the 
Mssibility of another switching scheme 
*veral years hence. 
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Conservatism 


Was it liability or asset? 


iy THE rising days of 1929, New England refused to ride 
the wagon of easy profit, and overnight fortunes. 
growth in industry was sensible—not sensational. 


Its 
New 


England conservatism did not succumb to “over-selling.” A 
liability, perhaps, then—but a definite asset now. For the 
savings of a sunny yesterday, have tided over today’s depres- 


sion, and New England is in a position to take full advantage 
of the opportunities of the future. 


Security 


advertisers, too, can take advantage of 
New England thrift, and inherent wealth through the 
Herald-Traveler, for years admittedly New 


England’s greatest financial medium, and the only 
New England newspaper that can give complete cov- 
erage of the financially interested public. 


BOSTON HERALD-TRAVELER 


New England’s outstanding financial advertising medium. 


Reorganization 


Plans have been advanced for the 
formation of a new company to take over 
the assets of the Second Diversified 
Standard Securities, Ltd., and the Third 
Diversified Standard Securities, Ltd. 
These companies, formed serially from 
1927 to 1929, originally were obliged to 
invest in securities of the Standard Oil 
group and were among the first to adopt 
this form of investment. However, in 
1930 this limitation was lifted. 


Stated Value of 
Common Stock Reduced 

In order to eliminate a balance sheet 
deficit Chicago Investors Corporation has 
reduced the amount of capital represented 
by its shares of common stock having no 
par value from $5 to $1 per share and 
credited to surplus the amount thus 
charged to capital. Furthermore, a sub- 
stantial block of company’s outstanding 
convertible preference stock was retired. 


THE BOND MARKET 


concluded from page 10 


this move will force the holding of elec- 
tions which, it is believed, would result 
in a government of a more conservative 
type in New South Wales, which has long 
been a storm center in Australia, as a 
result of Premier Lang’s radical policies. 

As had been expected, the Wabash 
Railway, now in receivership, failed to 
meet interest payments due February 1. 
No payments will be made on the junior 
mortgage bonds, the refunding and gen- 
eral mortgage issues, during the receiver- 
ships, but the defaults on the equipment 
trust obligations will be corrected if the 
receivers are successful in obtaining the 
loan from the Reconstruction Finance 
Corporation for which they have applied. 
The New Orleans Great Northern and the 
Norfolk Southern, both of which are 
understood to have applied to the Fi- 
nance Corporation for loans, met in- 
terest payments due February 1 about 
which there had been some doubt. How- 
ever, the probabilities are that holders 


of New Orleans Great Northern bonds 
will be asked to accept some scaling down 
in their claims, as the trustee for the issue 
was directed by the company to obtain 
the names and addresses of owners of all 
coupons presented for payment. 

The recent offering of $350-million 
Treasury Certificates, part of the proceeds 
of which will probably be used to provide 
the initial capital for the Reconstruction 
Finance Corporation, was well received. 
The six months 31% per cent certificates 
were oversubscribed by $395 millions; 
the one-year 334, by $250 millions. This 
would seem to indicate that the Treasury 
can cover its large requirements between 
now and the end of the fiscal year with- 
out having to pay high interest rates by 
issuing short term certificates. 


Another Barometer 
Gone Askew? 


ENERALLY regarded as a “baro- 

metric” industry, the machine tool 
trade has not given too good an account 
of itself in recent months. January 
showed little improvement, although the 
seasonal trend should be decidedly up- 
ward during this time of the year. Decem- 
ber business showed a gain, the first since 
August, and came largely from the 
automobile producers, although some 
Russian orders (which came via Ger- 
many) are understood to have been 
received. 

Apparently those who would place 
machine tool orders are waiting until 
they can obtain a better defined picture 
of what future months may bring, and 
this would suggest that if a material 
upswing in general business is to get under 
way in the reasonably near future, we will 
not witness the usual lag between a pick- 
up in this line and gains in other types of 
industrial activity. So many precedents 
have been broken during the past several 
years that observers are not particularly 
alarmed over the failure of the machine 
tool trade to show more vitality than it 
has, holding that the beginnings of re- 
vival here and in other lines may well 
come almost simultaneously. 
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On the 


New York Curb 


Edited by A. Weston Smith, Jr. 


4 Aluminum of America “C+” 
The report that ten aluminum hopper cars 
have been placed in service by Alcoa Ore 
Company, subsidiary of Aluminum Com- 
pany of America, indicates an interesting 
experiment to see what can be done with 
aluminum to reduce transportation costs. 
The test of the aluminum ears will extend 
during the period of the next several years, 
and it is understood that a number of 
railroad officials are vitally interested in 
the experience which will be gained 
through practical usage. Aluminum offi- 
cials have already proved that in the case 
of motor trucks and buses of aluminum 
construction, the additional original cost 
over the steel vehicle is saved in the first 
six months of operation. If some such 
demonstration is shown by the aluminum 
hopper cars, which save 21,200 pounds 
deadweight, the use of the light metal 
would be greatly extended in the rail 
equipment field. In addition, cars con- 
structed of aluminum also have in their 
favor the shock resisting qualities of the 
metal. 


4 Aluminum Industries —" 


This manufacturer of automobile pistons 
and miscellaneous castings for the air- 
craft, machinery and electrical equip- 
ment industries has suffered from the 
poor demand of its large customers. Last 
week the company voted to reduce divi- 
dends to a $1 annual basis from $1.50, 
and this indicates that earnings for 1931, 
when available, are likely to show a 
decline as compared with the $1.86 a 
share reported for 1930. 


4 Benson & Hedges _ 
The manufacture of cigarettes has proven 
quite profitable for the “‘big four” in 
spite of the depression, but the smaller 
units have had hard sledding because of 
this mass competition. Benson & Hedges 
has always featured the high priced 
variety of cigarette, and its sales, ac- 
cordingly, have been depressed because 
of the increased popularity of the cheaper 
brands. Efforts last year to introduce a 
new low priced cigarette evidently proved 
none too successful, for the company has 
just reported 11 cents a share on its pre- 
ferred for 1931 against 89 cents a share 
in 1930. 


4 Brillo Manufacturing “D+” 
‘The announcement that Brillo had in- 
creased its earnings to $1.40 a share for 
1931 as compared with 78 cents a share 
in 1930 indicates that it pays to advertise 
during a depression. This company 
substantially increased its advertising 
appropriation last year. 


4 Cities Service 3 
In the thirty days ended January 15, 
1932, the number of individual stockhold- 
ers of Cities Service increased 5,925, 
bringing the total number of common 
stockholders of 518,299, which was a gain 
of more than 29,000 over 1930. 


4 Cord Corp. “C+” 


The annual report for Cord Corporation 
discloses a sharp falling off in net income 
from that of the previous year, although 
the dividends received from Auburn stock 
probably were slightly larger. It is be- 
lieved that Cord held about 90,000 of the 
outstanding 203,000 shares of Auburn 
Automobile at the close of 1931, and 
although there have been some rumors 
concerning the disposal of part of these 
holdings, the company has stated that no 
such sales were made. Thus, cash income 
from this source for 1931 was somewhere 
around $360,000, and if the 8 per cent 
stock dividend is applied to approxi- 
mately that number of shares, more than 
7,000 additional shares should have been 
received during the year. As Cord does 
not itemize its income, it is not known 
how the Auburn dividends were treated, 
but on this basis it is apparent that this 
income amounted to about two-thirds of 
the total. The equivalent of 26 cents a 
share was earned for the fiscal year ended 
November 30, 1931, against 65 cents a 
share in the previous fiscal year. 


4 Deere Company 


The failure of Deere & Company to earn 
anything on its common stock for the 
fiseal year ended October 31, 1931, did 
not come as a surprise for it had been 
known that the demand for agricultural 
equipment was at a low ebb. The source 
of the trouble in this industry can be 
easily discerned in the company’s balance 
sheet, which shows accounts and notes 
receivable at $53.6 millions, representing 
an $11 million increase as compared with 
the close of the previous year. Thus it is 
evident that the collection situation has 


become worse instead of better so far ag 
the farmer is concerned. There is 
possibility that this condition may hg 
relieved by the Reconstruction f. 
nance Corporation through which $75 
millions will be available to the farmers, 


4 De Forest Radio “D+” 


Stockholders of Jenkins Television an 
De Forest Radio have been asked by 
Leslie S. Gordon, the president of both 
companies, to approve a proposal for the 
latter to absorb the former through ap 
exchange of stocks. De Forest has cop. 
trolled Jenkins Television for some time 
and the proposal has been made to elimi. 
nate the inter-company identity, cut 
down overhead and expand De Fores 
under a new name, De Forest-Jenkins 
Radio & Television Corporation. The 
De Forest directors have agreed, subject 
to the approval of the stockholders, to 
buy the Jenkins assets for 476,000 share 
of De Forest stock. 


4 Hollinger Gold “B’ 
The annual statement for 1931 shows pro- 
duction for the year amounting to $105 
millions against $10.2 millions in the pre. 
vious year. After all charges including 
depreciation, there is sufficient income to 
cover the company’s 65-cent annual divi- 
dend by a small margin. The estimated 
value of ore reserves dropped $2.5 millions 
for the year to a total of $46.2 millions, 
At this rate of exhaustion, and supposing 
no more ore is discovered, the mine would 
have a life of about 18 years. 


A4Libby, McNeill & Libby 
The advance in pineapple prices by 
Hawaiian Pineapple and California Pack 


CRAMPING BURNS’ STYLE 


ULES BURNS, known as Julius Burns, 
also as J. Burns, stock salesman and 
high pressure peddler of divers promo- 
tions, has apparently lost another of his 
‘“‘wherewithals” largely because of a 
short item which appeared on this page 
last November. 

Tue FinancraL Wor is in receipt 
of the following letter from the Standard 
Television & Electric Corporation, the 
stock of which was being used as the 
vehicle on which Burns planned to ride to 
fortune at the expense of a company 
which wished to raise capital by ethical 
means: 


Standard Television & Electric 
Corporation 
New York, New York 


February 2, 1932 
Gentlemen: 

Our attention was called only 
recently to your article in the 
“Financial World’”’ of November 18, 
1931, entitled ‘‘Burns Masquerades 
Again,” in which you referred to our 


company as being associated in a 
stock-selling campaign with a Mr. 
J. Burns. 

We are pleased to advise you that 
we have severed all connections with 
J. Stewart Company. Our asso- 
ciation with J. Stewart & Company — 
was made in good faith on the basis 
of the recommendations and repre- 
sentations of a leading New York 
banking firm in which we had every 
reason to place our confidence. At 
no time did we have any direct deal- 
ings or relationship with Mr. Burns, 
except that he was introduced to us 
as sales manager of J. Stewart & 
Company. 

We feel that in fairness to ouf 
company, and its officers who, wé 
hope you will agree, are sincere in 
their efforts to develop our company 
only by the highest standards, that 
you will perform a_real service 
advising your readers of the contents 
of this letter. 

Very truly yours, 


(signed) Alexander G. Heller, 
Treasurer. 


THE FINANCIAL WORLD 
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ing of 10 cents per dozen cans forecasts a 
similar move by Libby and virtually ends 
the decline which this commodity has 
suffered for more than a year. Stabiliza- 
tion in prices would be a helpful factor 
for this industry, which has been con- 
fronted with the necessity of taking large 
inventory losses in each of the past two 


years. 


AMcGraw Electric 
Preliminary estimates of this company’s 
1931 earnings place net around 50 cents a 
share on 250,000 common shares against 
$1.62 a share in 1930. The decline is not 
attributed to any important shrinkage in 
the sales of “Toastmasters” to the public 
but to a smaller demand for restaurant 
and luncheonette equipment. It is under- 
stood that MeGraw is planning to enter 
an allied field soon, which may be pro- 
ductive of a new source of revenues. 


4 Mohawk Mining a 
This company has approximately 30 
million pounds of copper, or its equivalent 
in mineral, on hand. It has sold com- 
paratively little metal in the past two 
years, but has maintained dividend pay- 
ments, reflecting the strong position of its 
treasury. It has preferred not to sell 
copper at a low figure and some day, it is 
expected, will profit considerably as a 
result of this policy. Mohawk Mining has 
the lowest costs of any mine in its district, 
due to the richness of its copper ore. 
Costs are estimated at below 7 cents per 
pound. 


4 Teck Hughes “C+” 
Teck Hughes pays 15 cents quarterly 
and earned 16 cents a share in the first 
quarter of the fiscal year. For the fiscal 
year ended August 31, 1931, 69 cents a 
share was earned, and in the preceding 
fiscal year, 64 cents a share. The com- 
pany also declared a 5-cent extra divi- 
dend at the last dividend meeting. A 
vein opened at the 32nd level was re- 
ported recently as encouraging, and helps 
offset the tendency toward slightly lower 
yielding ore at some of the other low 
levels, . 


“United Profit Sharing 
Giving ‘“‘the depression” as its reason 
Schulte Retail Stores are again offering 
coupons. They have effected a tie-up 
with the United Profit Sharing Corpora- 


| tion on the deal, but it is not known if the 


arrangement will be immediately profit- 
able as it is more or less of an experiment. 


Veeder-Root 


Directors at a January meeting voted to 
defer ‘action on quarterly dividends due 
at this time on no par stock in order to 
tonserve the assets of the company. 
last dividend paid on stock was 40 cents 
per share on November 16, 1931. 


“Western Air Express § “D+” 
Western Air Express at 6 is selling at less 
than seven times 1931 earnings according 
lo early estimates by officials of the com- 
pany.- In 1930 a deficit was shown. 
Western Air is flying on reduced schedules 
some lines but operating economies 
have made possible the better showing. 
The annual meeting of the company 
Which was scheduled for this month is 


reported to 
Marah have been postponed until 


=BFEBRUARY 10, 1932 


WE NOTE 


4 Raymond K. Webster and F. Brittain 
Kennedy have organized the firm of 
Webster, Kennedy & Company to carry 
on a brokerage business in United States 
Government, municipal and other tax- 
free securities. Offices are located in 
New York and Boston. 


4B. Winfield and 8. W. Ingoldsby are 
the principals in the firm of Winfield & 
Ingoldsby, which has been formed to deal 
in investment securities. Office is located 
at 37 Wall Street, New York. 


4 Frederick Curran has become asso- 
ciated with Appenzellar, Allen & Hill, at 
their main office located at 55 Broadway, 
New York. 


4 Frederick M. Heimerdinger and Francis 
A. Callery have been admitted as general 
partners in the firm of Emanuel & Com- 
pany. 


4 Frederick B. Davis & Company has 
recently been formed to deal in bank, 
insurance and unlisted securities. Office 
is located at 32 Broadway, New York. 


4 John E. May has become associated 
with Goodbody & Company of 115 
Broadway, New York. 


4 Edward Schafer, Jr., has become a 
general partner in the firm of Schafer 
Bros., of 120 Broadway, New York. 


4 Patrick H. Ryan and E. J. Egan have 
assumed the joint managership in the 
Syracuse, New York office, of Hemphill, 
Noyes & Company. 


Charles R. Truex has become asso- 


ciated with Peter McDermott & Com- 
pany in their unlisted trading depart- 
ment, 


4 George H. Miles has been admitted 
as a general partner in the firm of Schmelt- 
zer, Clifford & Company, located at 1 
Wall Street, New York. 


4 Dwight F. Faulkner has become man- 
ager of the bond department of Libaire 
& Company. 


4 Richard K. Paynter, Jr., formerly with 
Baylis & Company, has become associated 
with Walter J. Fahy & Company. 


4 Melvin E. Sawin has resigned his 
partnership in the firm of Maynard, 
Oakley & Lawrence, to assume the vice- 
presidency of the Atlas Utilities Corpora- 
tion. 


4 Paul Jordi, previously with Gammack 
& Company, has become associated with 
the Bankers Trust Company, in charge 
of foreign trading. 


4 Harold R. Peto, formerly with Tucker, 
Anthony & Company, has become asso- 
ciated with Burton, Cluett & Dana of 
120 Broadway, New York. 


4 F. Vernor Foster and John V. Howe, 
both members of the New York Stock 
Exchange, are the principals in the firm 
of F, V. Foster & Company, which has 
been formed to succeed the former firm 


of Foster & Friede. ‘ Office is located at | 


11 Wall Street, New York, , 


DIVIDENDS 


AMERICAN RADIATOR 


STANDARD SANITARY 


CORPORATION 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A dividend of $1.75 per share on the Pre- 
ferred Stock, being the twelfth quarterly 
dividend, has been declared payable March 
1, 1932, to stockholders of record at close 
of business February 15, 1932. 


A dividend of 10¢ per share on the Com- 
mon Stock, being the twelfth quarterly 
dividend, has been declared payable March 
31, 1932, to stockholders of record at close 
of business March 11, 1932, 

Transfer books will not be closed. 


ROLLAND J. HAMILTON 
. Secretary and Treasurer 


Public Service 
Company of Indiana 
Notice of Dividend 


The Board of Directors of the 
Public Service Company of Indiana 
has declared the regular quarterly 
dividend of $1.50 per share on the 
outstanding $6 Cumulative Pre- 
ferred Stock of the Company, 
pr February 15, 1932, to stock 

olders of record January 30, 1932, 


BERNARD P. SHEARON, 
Secretary. 


Borden 
‘Common Divwenp 
No. 88 


A quarterly dividend of seventy - 
five cents (75¢) per share has been 
declared on the outstanding com. - 
mon stock of this Company, payable 
March 1, 1932, to stockholders of 
record at the close of business Feb- 
ruary 15,1932. Checkswill be mailed. 

The Borden Company 
Ws. P. Mars, Treasurer. 


United Stores 
Corporation. 


The Board of Directors of United 
Stores Corporation has declared a 
quarterly dividend of one dollar 
($1) a share on the Preferred 
Stock of the corporation, payable 
March 15, 1932, to stockholders 
of record at the close of business 
February 25, 1932, 


GrEoRGE WATTLEY, Treasurer 
January 27,1932 . 


REYNOLDS METALS COMPANY 
65 Broadway, New York City $3 
A dividend of Thirty-seven and one-half Cents 
(37%¢) a share on the outstanding capital stock 
of YNOLDs Metats Company, a Delaware 
corporation, has been declared, payable March 1, 
1932, to holders of record on February 15, 1932. 
The transfer books will not be closed. Checks 
will be mailed by Bankers Trust Company. 
Wa. S. D. Woops, Assistant Secretary, 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A AVERAGE STOCK PRICES 1932 1931 

Feb.2 Jan.26 Jan.19 Feb.3 
48.80 51.30 50.90 118.40 
Industrials, .ccccces 36.30 38.20 40.00 105.90 
25.45 26.50 28.55 101.85 

A FEDERAL RESERVE REPORTS, MEMBER BAN KS one 
(000,000’s omitted) Jan. 27 Pie: 20 Jan. 28 
Deposits—New York City........ $5,917 $5,900 $7,081 
Deposits—Outside New York City 11,545 11,647 13,791 
Loans on Securities—N. Y.C...... 2,194 2,205 ,024 
Loans on Sec.—Outside N. Y.C..:: 3,402 3,427 4,355 


York City..... 907 844 1,068 
Investments—Outside 7.0 


Total loans and discounts..... eeeee 12,858 12,935 15,753 
Total net demand £1,453 11,476 13,680 
Total de sits eee eee 5,771 5,818 ,099 
+Other than U. S. vt. securities, 
A WEEKLY BANK CLEARINGS 1932 1931 
000,000’s omitted) Jan. 23 Jan. 16 Jan. 24 
Outside of Now York City......... 3,490 2,234 4,999 
1932 1931 
A Jan. 27 Jan.20 Jan. 20 
Total brokers’ loans on eee $513 $531 $1,734 
Federal reserve ratio (System)..... 67.4 82.7% 
Federal reserve ratio (N. Y.)....... 69.6% 86.6% 
1 1931 
Jan. 23 — Jan. 24 


1932 1931 
2,170,800 2,161,500 2,085,950 


Daily Av. Crude Oil Prod. (bbls.).... 


A FOREIGN EXCHANGE A oossmegrr PRICES 
1932 1931 1931 
Par Feb. 3 Feb. 4 3 Feb. 4 
$4.86 3g England... ..$3.45 8511/16) Wheat. . . $0.57 $0.79 54 
3.92 France...... 3.93 3.9115/i6] Silver.... 0.29 
5.06 34 Flour.... 4.55 4.70 
13.90 Belgium*.. 113.9444 13.93% | Coffec...: 06 
23.82 Germany. 23.66 23.76% | Sugar.... .0415 047 
14.069 Austria..... 14.00 14.12 Tron. ....15.64 17.76 
40.20 Holland..... 40.23 40.17% | Steel.....27.00 .00 
26.80 Denmark 19.04 26.73 % d 
26.80 Norway..... 18.81 26.73 | Copper... .06 .09 
26.80 Sweden..... 19.38 26.76 4% Zinc..... .0282 .0410 
49.85 Japan....... 3 49.37 22% 254% 
42.45 Argentinat. .25.93 30.44 Cotton...  .066 
#12.00 Brazilf...... 8.70 Silk..... 1.87% 2.90 
12.05 Rubber.. .0417 078 
1.00 Can. Dollar... 87.28 99.90 Gasoline... .103 123 
*Belga. +tPaper Peso. tPaper Milreis. §March futures. 
#Approximate; not yet fixed by law. 
Car Loadings 


Freight car loadings in te current sectional business Sontpihons. 
Loadings from the 15th ‘to +My 15th generally indicate earnings for the 
current month. 


Week ended Same 
Jan. 16 week Change 

EASTERN DISTRICT 1932 1931 % 
Baltimore & OMe. 50,941 —27.0 

Chesapeake & Ohio..... 30,489 —23.9 
Cleve., Cinn., Chicago & St. L.... 19,155 23,017 
Delaware & Hudson..... 15,393 —30.8 
Lackawanna & Western. 14,219 é 
Norfolk & Western 17,529 22,461 —22.0 
New York, New Haven & Hartford 22,931 25,937 — 9.7 
New York Central...... —23.0 
New York, Chicago & St. Louis. -- 12,089 15,021 —19.5 
110,741 —17.6 
Pere Marquette............ as 8,15 9,212 —11.3 

SOUTHERN DISTRICT 
Atlantic Coast Line.............. 13,679 16,901 —-19.0 
Illinois Central 25,814 2,950 —21.5 
Louisville & Nashville............ 19,866 28,667 —30.6 
9,933 12,538 —20.8 
Southern Ry. System............. 29,919 36,721 —18.5 
NORTHWEST DISTRICT 
Chicago & Great Western......... 4,779 5,469 —12.5 
Chicago, Milw., St. Paul & Pacific. 23,477 30,276 —22.4 
Chicago & Northwestern eae 37,261 —27.0 
Great Northern......... RA 12,315 —26.0 
Northern 9,663 —21.2 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe..... 23,610 29,811 —20.8 
Chicago, Burlington & 29,388 —28.5 
Chicago, Rock Island & P. cs 19,455 23,682 —17.7 
Chicago & Eastern Illinois........ 4,738 5,642 —16.0 
Denver & Rio Grande Western.... 4,775 5,979 —20.0 
Bouthorm 16833 21,112 —22.6 
Union “38,000 22,861 —17.8 
Western Pacific..... 2,564 — 5.1 
SOUTHWESTERN DISTRICT 
Kansas City Southern............ 3,336 3,861 —13.5 
Missouri-Kansas-Texas........... 026 7,955 —11.6 
Missouri Pacific....... RR 27,055 —20.0 
St. Louis-San Francisco..... 13,341 —18.0 
St. _Louis-Southwestern........... 3,713 3,86! — 4.0 
Texas & P. 7,733 — 2.5 


(Compiled from American Railway figures) . 


TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N, Y. 


CORN PRODUCTS REFINING COMPANY—The fact that ity 
company is not only one of the largest and most successful uni 
the food industry but is also a — owner of railroad socal 
is brought out in a circular just issued by a stock exchange house, 


*“*THE INVESTMENT ASPECT OF LIFE INSURANCE, ” is th 
title of an interesting and informative booklet published by one of tly 
largest mutual insurance companies, cont information on this 
important subject that will prove valuable to investors and 
generally. A copy will be sent upon request. 


STOCKS SELLING UNDER $10—A well-known firm, members of tix 
New York Stock Exchange, are listing in their weekly market letty 
stocks selling under $10. Copy upon request. 


BEECHNUT PACKING COMPAN Y—A special report on Beechnit 
Packing Company has been issued by one of the oldest establish 
firms, members of the New York Stock Exchange. ‘oO investor 
interested in this report a copy will be forwarded upon request. 


LIFE stint ogg booklet issued by one of the largest life insy. 
ance companies, which explains the advantages of annuities and tl 
income obtainable therefrom. Of particular interest to men ai 
women over fifty. 


SOME FACTS—Is the title of a 24- booklet 
taining a brief description of the American Telephone & Telegraph 
omneny and the organization and operations of the Bell System 
It is illustrated throughout with maps, graphs and charts, and isd 
interest to every investor in public utility securities. 


STEWART-WARNER CORP.—The latest financial 
with a description of the ay company and three subsi 


each a leader in its field, be sent on request. 

HOW TO JUDGE A FIXED INVESTMENT Con 
venient for the investor are described his leaflet, 
Among the topics treated are adequacy of ne ER, stability 


of trustee, elimination of deteriorated securities, disadvantages df 
reserve fund and other vital points the investor should conside., 
Available upon request. 


MAKING PROFITS IN SECURITIES—Valuable] stock markt 
booklet; explains methods employed by successful investors. Tl 
part which fundamentals play and the market's technical condition, 
as a. as quneent sound methods for income and profit building, a 
po out. 


MAKING MONEY IN STOCKS—A straightforward, comprehensivt 
cnet on coun methods to pursue in the purchase and sale 0 
securities. 


TEN MINUTE ATTENTION—A New York Stock Exchange fim 
issues a bulletin which contains a condensed but inclusive summary 
of important events of the previous week affecting the financial al 
commercial worlds. Busy people will «Ngee eo this efficient wa 
of keeping posted with expenditure of little valuable time. 


SYSTEMATIC SAVING—Is one reason why so mony pes people ar 
cially successful. You too can ‘get the habit” caving 
a subscribing to the monthly installment shares of the Serial 
Loan and Savings Institution in New York operatilg 
under strict state supervision. Send for descriptive literature. 


SALESMANSHIP, THE FROFESSION—An inte 

discussion of this s alized field, ayo with informatio 

Sout the Course of Tr: being adopted scores of the leading 
investment houses for their salesmen. 


ODD LOTS—A well-known firm, member of the’ New York Stok 
Exchange, has published a booklet setting forth the advantages fa 
both the small and large investor dealing in Odd Lots, 


WE FURNISH THE HOME OUTDOORS—This is the title of a 5 
page, bo booklet iss issued by one of the oldest established Nursery all 
rms. There are many pages of all types of floweril 
s and fruits illustrated If you are 
beautifying your estate or home grounds, this booklet will b 
’ great interest and value. Copy upon request. 


400 MILLION MEALS A DAY—Is the title of a new booklet issued bY 
the General Foods Corporation, which presents, in human, 
fashion, the story of the growth of the food ‘ood industry, and a 30-yer 
record of dividends, 


LEHMAN CORPORATION—The report of that investment trust ® 


of December 31, 1931, is now available. In this booklet is also i 
cluded a complete list of holdings. Copy may be had upon 
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PLEASE 


Why Get Away From Investment 
Fundamentals? 


SHO W 


HE primary purpose of every person with sur- 
funds be to reasonable 
safety of his —_— Most people have found it 
is easier to make money than it is to save it and 
harder still to hold it even after one has saved it. 


Practically everybody has the ambition to be- 
come financially independent, so that the horrors 
of a poverty-stricken old age will be avoided. 
Many people in their attempt to achieve such a 
goal take the very steps that frustrate them in 
reaching it. 


THIS TO SOME 


INVESTOR 


ing, but it is very easy to lose one’s perspective 
as an investor and become entirely speculative- 
minded. 


The person who is thinking in terms of quick 
profits is inclined to make a few successes, but 
when once the market goes against him, he is 
likely to have one failure after another in his 
ventures until he is finally wiped out. If in- 
vestors would only keep in mind the hazards of 
speculative purchases, they would not place all 
their funds in common stocks. 


hel 
th It is one of the weaknesses of human nature to On the other hand, the investor who has in- 
“ seek short cuts in obtaining wealth, and this vested part of his funds in carefully selected 
: leads to the assumption of ee risks by stocks of companies that are fundamentally 
™ people who cannot afford them. The smaller sound, need not feel unduly depressed if his se- 
on the investor is, the greater should be his backlog curities temporarily sell far below their real 
2 of gilt-edge investments. value through the painful liquidation of over- 
thy enthusiastic speculators. 
al However, even the individual with a substan- 
4 tial sum of money should realize the necessity of It is the endeavor of Tue Financtat Worxp to 
yh having at least half of his funds in the type of help the average investor to keep well posted and 
tl securities that will not be seriously affected by to strike a happy medium in securing that all- 
a major depression. desirable conservation of the major portion of 
be his savings in conservative securities and to help 
e The worst phase of concentrating all one’s him select the most attractive junior securities 
_ funds in common stocks is that when a real re- that will afford him the best opportunity for 
A cession comes along it is likely to induce panicky ptice appreciation over a period of years. Ex- 
+ selling of stocks just when they look their perience has proved that the soundest general 
. worst and are probably near their low prices. program for most investors should be: 25% in 
sound bonds, 25% in sound preferred stocks, 
: On the other hand, the man who has not become 25% in investment common stocks and 25% in 
. over-extended in the purchase of common stocks speculative common stocks. 
and has at all times maintained a reserve of buy- 
re ing power is able to step in and secure genuine It is the belief of thousands of investors that 
d bargains when the inevitable distress selling THe Financia, Wortp, together with our 
takes place. “Independent Appraisals of Listed Stocks,” 
; will help any investor to keep better informed 
- It is desirable to secure profits in sound com- and to make fewer mistakes than the investor 


mon stocks that are bought for long term hold- 


acting upon his own initiative. 


FRIEND 


YOUR FIRST STEP SHOULD BE—MAIL THE COUPON BELOW 


as? 


(If you are already a subscriber, please show this to a friend} F-10 
ck THE FINANCIAL WORLD, 53 Park Place, New York 


For the enclosed $10 please enter my one-year subscrip- 
tion to your Threefold Investment Service, which includes: 


2 
nd {1} The next 52 weekly issues of The Financial World, including 
7 Special Analyses of Attractive Securities in Each Issue. 
af {2} The next 12 months’ issues of “Independent Appraisals of 
Listed Stocks.” {Shows earnings, our ratings, etc., of 1,350 
stocks listed on the New York Stock Exchange and New 
by York Curb. Also five year average earnings.} 
{3} Free privilege of writing for advice by enclosing a stamped 
ar self-addressed envelope with each inquiry. {Every inquiry is 
limited to one security but subscribers may make several 
inquiries monthly.} 
pine Seianaed Investment Programs for $5,000, $10,000 and 
00. 
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Eight Decades Growth 


1852-1932 


SSOCIATED SERVICE has just com- 
pleted 80 years of growth. This 
service is supplied by 120 companies, 
whose operations in 3,000 communities 


make the Associated System one of the E = TA 


eight largest utility groups in the United 
States. 

Of the present companies, eight were 
operating in 1852, the year of organiza- 
tion of the Ithaca Gas Light Company, 
principal unit of the original Associated 
group. The cities these eight companies 
serve and the years the companies were 
founded are: 


WORCESTER, MASS. ...... 1849 
New BEDFORD, MAsSs. ... ... 1850 
EASTON, PENNSYLVANIA .. . . 1850 


First Worcester Gas Light Company plant. 


CAMBRIDGE, MASS.. . .. . . 1852 


The System’s strong position at the beginning of 1932 is supported by the following factors: 


OPERATING STRENGTH 


1,443,706 Customers—A gain of 21,450 in 
the 12 months ended November 1931. — - 


Gain in Domestic Service—An increase of 
9% in average annual residential use of 
while gas was practically even, 
nearly offset industrial losses in this period, 


This gain was by an aver- 


age reduction in rates of one-half cent per 
unit (kw. hr.). The reduction resulted from 
the success of the System’s inducement type 
of rate, which makes it possible for custom- 
ers to use additional electricity and gas at. 
a decreasing cost. x 


New Business—$5,807,577 of load-building 
as and electric appliances were sold in the. 
st 11 months of the year. In the past three 
years, 420 mills and factories moved to 


Associated territory; 550 already there ex-.: 


panded their operations requiring addition: 
use of electricity and gas for power and 
heating purposes. 


Operating Costs—Operating expenses were 
cut 2.9% in the 12 months ended November - 
1931. Several important operating proper- | 


‘ties were acquired by the Associated Systemi 
in 1929, but there was not sufficient oppor- 
tunity to consolidate them entirely in the 
system before business entered its present 
period of uncertainty. 


FINANCIAL STRENGTH 


Revenues Increase—During this period 
gross operating revenues were $105,582,- 
794, a gain of about 1%; net earnings $43,- 
553,880, a decrease of 7%. This decrease 
was largely accounted for by a 33% in- 
crease in provision for retirement of fixed 
capital. 


231,055 Security Holders—Strength of the 


_ Associated System attracted 19,485 new 


investors during this period. 


Eight decades of growth have rooted the 
So of the Associated System deep 

the life and business of America. These 
years included a dozen business depressions 
yet each was followed by progress un- 
matched before. When the savings due to 
the operating economies effected and the 
earnings .from the new business obtained 
are realized under more normal conditions, 
it is believed the results will be gratifying 
to customers, employees, and stockholders. 


The character of Associated service, 
which is concentrated in the rich industrial 
areas of the East and the successful record 
of the operating properties, promise that 
the System will have a full share in the 
growth of the utility industry. 


For information about facilities, service, rates, write 


Associated Gas & Electric System 


61 Broadway 


New York 


2 : 7 
~ 

Bee 
—_ 
| 
3 
: 

4 
ti 
— 
if 

i 


